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MORNING SESSION 


OTTAWA, ONTARIO 
APRIL 27, 1950. 


THE CHAIRMAN: Yes, Mr. Evans. 

MR. EVANS: I have three matters that I should 
like to mention very shortly. One is that Mr. Frawley, 
in his cross-examination of Mr. Norman at page 20712, 
Volume 114, that is yesterday - - 

THE CHAIRMAN: Speak a -little louder, please, 
Mr. Evans. 

MR. EVANS: Yesterday Mr. Frawley in his cross- 
examination of Mr. Norman said, with reference to the 
figure of $17,046,000 which Mr. Norman gave as::the cost 
to the Canadian Pacific of its holdings of Smelter stocks, 
that he had never seen that figure before or had itbeen 
brought it to the attention of the Commission or the 
Board of Transport Commissioners. I have referred Mr. 
Frawley, and I should like to refer the Commission,to 
Exhibit 254 in the 21 Per cent Case and also the particulars 
furnished to Provincial Counsel in the 20 Per cent Case. 
when that figure was given, in both cases. 

Then with regard to the undertaking that I 
gave yesterday that I would ascertain whether the 
Canadian Pacific had ever expressed opposition to the 
idea of income bonds as a part of a recapitalization of the 

Canadian National, I have had a very careful gearnch 
made and I can find no occasion on which the Canadian 
Pacific ever took a position in opposition to the 
proposal made by Mr.Veughenin 1946 or in fact at any time 


in connection with an income bond solution for their 
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recapitalization. 

Then Mr. O'Donnell a couple of days ago asked 
us to check a figure he had obtained with regard to what 
additional increase would be required to produce a figure 

million 
oof $66.6 of earning power which Mr. Northey Jones felt 
was the proper level. I have checked the calculation of 
and I find that a 24% increase, as Mr. O'Donnell suggested, 
would be required on the following assumptions -- 

THE CHAIRMAN: Twenty-four per cent over what? 

MR. EVANS: Over what Mr. O'Donnell used. I 
am going to come to that, my lord.. The assumptions are 
these. First, 24% is applied on top of the 16 and -aot 
on top of the 20. The significance of that is that the 
Board's form found we are entitled to 20% today. So 
that the difference between the present Board formula 
and the cere eho be found by reference to the 
difference between not 16% but 20% and whatever is 
required ,rather than on top of the 16; because 16 does 
not give us what the present formula says we are entitled 
to. So that the first assumption is that 24% would be 
required on top of the 16%, not on top of the 20. 

The second assumption is that it is applied to $66.6million 
and not $63 million which Mr. Northey Jones used. The 
third is that it should not be applied to competitive 
rates. 

THE CHAIRMAN: Not be applied to what? 

MR. EVANS: To competitive rates, none of it. 

I have some other figures worked out and I can say this 
to the Commission. Using $63 million, and if we 

could apply it to the grain rates abe the ey itene rates 
on top of the 20%, if would require a further increase 


of 10%. ‘If we could not apply it to the grain rates 
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but could apply it to the, competitive rates -- I am not 
Saying that it should be applied to all of them -- but 
if it were applied to the competitive rates and we did 
not apply it to the grain rates, on top of the 20% the 
further increase would be 12%. 

THE CHAIRMAN: On top of the 20? 

MR. EVANS: On top eon, Assuming that we 
are not applying it to even competitive rates. 

THE CHAIRMAN: Even to what? 

MR. EVANS: Even to competitive rates, tv. 
figure will be in the neighhorbood of 14% increase to 
get $63 million. 

THE CHAIRMAN: In that case you would apply 
it to what? 

MR. EVANS: On top of the 20 in every case. 

THE CHAIRMAN: Is thett on opplicstion to botht .tir- 
rates? 

MR. EVANS: No. The last figure would be 
not applying it to competitive rates and not grain. If we 
applied it to competitive rates and not grain it is 
12%. But if we apply it to competitive rates and grain 
rates it is 10%. 

MR. MacPHERSON: I would point out that we 
have in the course of the Commission referred to the 
21% Case, the 30% Case ,the 8% Case the 16% Case and 
So on; and in each instance that was the percentage 
that was allowed, the horizontal increase that was 
allowed, not regarding grain rates at all. Consequently 
I am suggesting that the 24% is the figure that might 
reasonably be taken having regard to the evidence 


that there is with regard to tk competitive 
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MR. EVANS: Oh, no. It has nothing to do 
with that at all. The ifficulty with the e4% is, first, 
that it applies to $66 million and, second, that it assumes 
that the existing formula of 16% is all that the formula 
‘provides. We say that the present formula provides 
20% and if you want to find out what additional increase 
would be required by this new approach, we should apply 
the calculationz to the asuumption that we are going 
to get what the present formula provides, namely 20%. 

MR. O'DONNELL: All I wosinterested in, of 
course, my lord, was in having a figure as to the 
additional increases which wuwould be needed over what 
had presently been granted by the Board of Transport 
Commissioners. I used the very figures that Mr. Northey 
Jones used using that $66.6 million I said to him, 
all other things being constant and the rates 
presently in force being those upon which the computation 
is to be made, it would require, on my instructions, a 
24% further increase to give you the $66.6. 

THE CHAIRMAN: And he has reduced that figure 
to $63? 

MR. O'DONNELL: That figure later was given. 
The only two figures I was taking were those which were 
in his Brief at page 18. I was not interested in the 
other issue. I just took the low figure he gave and the 
top figure he gave and I applied the increase to those. 
As far as I am concerned, what Mr. Evans says is quite 


Satisfactory for my purposes. 
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20869 - Mr. Elliott cr.ex 


MR. COURTLAND ELLIOTT - Recalled 
CROSStEXAMINATION BY MR. FRAWLEY -Resumed: - 


Q. Suppose we take Mr. Evans's three assumptions which 
he has just given us, that Mr. O'Donnell's figure 
of $66.6 million will require a 24% increase -- I should 
perhaps say Mr. Northey Jones's figure of $66.6 million -- or 
would require an increase in freight rates in this 
country of 24% upon the following assumptions ,firw, tet the 
Og is put on top of the 16% which is at the moment 
what the Transport Board has authorized; and second, 
that it applied to the $66.6 rather than that lesser 
figure of $63 million; and third, that it be not applied 
to competitive rates. I ask you whether you have any 
whether 

views at all/or not that would be a fair thing to tdo 
to Western Canada to put in an increase of that kind 
and of that amount? 

A. Mr. Frawley, I would have not opinion as to 
the fairness of the change in the rates. I have pointed 
out that from my standpoint the net revenues of the 
railroads can be improved not only by referenge to 
freight rates, but also by a reference to the changing 
volume and character of the traffic and the changing 
volume of costs. If you ask me 4f it is fair, I cannot 
give you an answer. All I can say is, that in the 
light of historical experience, there is always a 
resistance to rising prices on the part of those who 
have to pay them. We have had sufficient experience 
after two wars I think to come to the conclusion that 
these advanced prices and rates, wherever they may be 
imposed, have to be sustained. 

Q. Mr. Elliott, you yourself, in your submission, 


soid that you took a detached view of this matter? 
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Ai- Xen3. very, much. so. 

Q. Yes. 

AvetD am, under no instructions from the C.P.R. what- 
soeversin anything I have to say, I am completely impartial 
and independent, 

Q. It is only because you said that that I wanted to 
just appeal to this detached sense in which you view it. 

I am assuming that. You are aware, in general, of the 
western. 

fact that, the, traffic to. . Canada and from western 
Canada to eastern Canada is, by and large, on the non- 
competitive basis? 

Bie SSS s 

Q. All right. You are aware that, by and large, the 
traffic moves in southern Ontario and Quebec at com- 
petitive rates? 

A Lee. 

Q. I simply put this to you, Mr. Elliott, you having 
given some study to Canada's railway problem, I Suppose? 

A. Modest. 

Q. I put . to you whether or not you think it is been 
on un think he thing to put a freight rate of 24 percent 
into effect in Canada today when the large body of rates 
which the people of Ontario and Quebec enjoy could not 
take that increase. I ask you as a detached citizen of 
this country what you think about that? 

A. Not being an expert in these matters, I would 
say that every effort should be made to avoid freight 
rate increases until they can no longer be avoided. 

As to the constituents of how the rates are to be changed, 
I must tell you very sincerely I have no expert views what- 
soever. 


MR. FRAWLEY: I just want to say one word and 
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then continue with my cross examination of Mr. Elliott. 
I want to comment onwhat Mr. Evans said this morning as to 
what I ssid yesterday at page PO TL. 

THE CHAIRMAN: Is that about the C.P.R.? 

MR. FRAWLEY: Yes. I just want to Say a word be- 
cause I do not need to say to your lordship that when I said 
that I had never seen that figure before, I meant “Just that: 
If it had been placed in the record, then I probably saw it, 
but I certainly was not aware that I had seen it. I only 
want to recall again to your lordship's mind that what I 


was talking about yesterday was the make-up. It is true 


that I said,that that figure,which means the result figure 
of $17,000,000 in 1946--I am not getting away from that at 
all -- was one that I had not seen before. I went further 
and said that it had not been brought to the attention of 
the Commission. I suppose what I meant was, that as far 
as I knew, it had not been brought to the attention of 
this Commission, or to the attention of the Board of Trans- 
port Commissioners. My friend Mr. Elliott tells me it 

that of 
is brought to the attention of this Commission and to/the 
Board of Transport Commissioners. I accept that. I still 
have the same en in your lordship's hands, and I bow to 
your ruling, subject to what I might say later. I thought 
if we had the $17,000,000 figure we might easily have seven 


or eight other figures which go to make up the $17,000,000. 


(Page 20875 follows) 
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THE CHAIRMAN: The $17,000,000 represents 
money paid for shares in this company. 

MR. FRAWLEY; That is right, my lord; and they 
probably paid for it at various times, and they paid 
various prices, and there is nothing amazing about it. 
They just paid different prices for the stock, and it 
all added up to $17,000,000. 

2. Now, Mr. Elliott, you said something at page 
9 that has bothered me a little bit, as to what the 
implications are, and I want to call it to your attention. 
You say at the bottom of page 9: 

"If the financial position is to be recast, 

it should be done after making proper allowance 

for the fact that the position of that railway...." 
that is the Canadian National, isn't it? -- 
eer can be substantially improved by the 

correction of the imbalance between rates and — 

costs, and by the long-term growth of Canada." 
When you say the position, you mean the present position, 
the position as we see it in the Annual Report. Now, 
the position of the Canadian National at the moment, 
which you say is what we are talking about, is that 
it is required to find $24.3 million for interest on 
funded debt in the hands of the public,end $21.7 
million for interest on government loans. It must find 
that money each year out of that net income it can 
earn available for that purpose. Now, Mr. Elliott, do 
you mean to say that by correcting the imbalance between 
rates .and costs, the Canadian National in the forsecable 
future can overcome that $44 million of fixed charges? 

A. I would not regard it, Mr. Frawley, as an im- 
possibility that there can be -- there can be; I have 


not said there will be -- there can be a substantial 
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correction of the imbalance if the character and volume 
of traffic changes, if there are changes in freight and 
passenger rates, if there are new advantages taken of the 
mechanical devices --- 

THE CHAIRMAN: ©. Of the what 

A. Mechanical devices and automatic devices and diesel- 
ization and other methods of reducing costs. That would be 
merely a continuation of a process, as I see it, that has 
been going on for the last fifty years or more. 

THE CHAIRMAN: Pardon me, Mr. Frawley. 

“. Does that mean the policy of increasing freight 
rates and decreasing costs at the same time? 

hy. Yee“ "sir, 

MR. FRAWLEY: Q. Just to compare those two things, 
we talked about that yesterday, and you did not venture to 
Suppose that dieselization or economies otherwise -- 
because that is all it amounts to, is the dieselization 
and other kinds of economies, and the dieselization econ- 
omies at the moment are X, a question mark, are they not? 
Nobody has said -- 

A. Well, I am not an expert on that. I have under- 
stood that they are closing up steam plants because the 
economies are so apparent. 

Q. That is true. We have not got them yet in Canada, 
because we have not got any diesels yet to speak of; that is 
a fair statement, isn't it? 

A. Montreal Locomotive is just closing up to make 
nothing but diesels. 

Q. That is true; but at the moment on our long lines 
in Canada we have practically no diesels at all. 


AX My observation as a layman is that there are very 


few diesels, comparatively speaking. 
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COMMISSIONER ANGUS: ~~. Mr. Elliott, would not 
the circumstances that we have just been speaking of 
improve the position of the Canadian Pacific commensurately 
with that of the Canadian National? 

A. If they take the same advantage of the same 
opportunities, sir, I think the results would be com- 
mensurate. 

a, And would that, if the results exceeded the 
requirements of the fair rate of return on the rate base, 
lead to a reduction in freight rates? 

A. I would think that any large business to-day 
Operates in the hope that its rates canner be held down 
and if possible reduced, that the experience of business 
men is that they hope that we can buy a cheaper piece of 
automobile per dollar, a cheaper piece of radio per 
dollar, a cheaper piece of freight service per dollar, 
year by year. 

Q. And if that reduction in the freight rates took 
place, would it not decrease the advantages of the 
Canadian National from these circumstances? 

A. I perhaps do not understand that question 
exactly. 

Q. Simply this: if the general prosperity of 
Canada leads to increased earnings for both railways, 
and the earnings for the Canadian Pacific, which is used 
as the yardstick, go above the requirements or a fair 
rate of return on the investment, as it may be, one 
would expect the Board of Transport Commissioners to 
have a freight rate revision downwards, and I think you 
agree. Now, if that took place would it not destroy 
the improved position or in part destroy the improved 


position that you said would accrue to the Canadian 


National Railways? 
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A. To the extent that the reduction in freight 
rates reduced the net operating profits of the Canadian 
National Railways or of the Canadian Pacific Railway, 
their net income would thereby be reduced, presumably. 
In other words, I am saying quite Simply that presumably, 
unless there is a change in the volume of traffic that 
takes up the reduction in rates, there will be a reduction 
in the net operating income to the railways. 

Q. Would not the rates be reduced until there was 
a reduction in the net operating income of the railways, 
if it was too big. 

A. Well, if the net operating income of the rail- 
road is too big, then presumably at some point of time, 
at some point of magnitude, the Board of Transport Com- 
missioners would say, "The Canadian Pacific is making 
much more than we ever intended from this rate structure. 
We had better take another look at the rate structure. ‘ 

Q. Does not all that add up to putting a ceiling 
on the sort of improvement that can be expected in the 
earnings of the Canadian National Railways? 

A. Put a ceiling, I suppose, on both railroads. 

Q. Yes. 

A. That 1s correct. 

MR. FRAWLEY: 9. Mr. Elliott, you do say in the 
fifth last line of your sutmission that the position of 
the Canadian National can be substantially improved. 

I wondered if any particular meaning is to be given to 
thet word substantially'? 
THE CHAIRMAN: Where is that? 
MR. FRAWLEY: " .. . that the position of 
that railway can be substantially improved by 
the correction of the imbalance between rates 


and costs. 
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Q. You do not really, looking at those fixed 
charges, expect that the improvement will be to the 
extent of putting them flat, of overtaking those fixed 
charges entirely? 

A. Well, I think what I have in mind, Mr. Frawley, 
is this, that on a dollar gross revenue of $500 million, 
such as you find in the Canadian National Railways, it 
takes a relatively small percentage change of $500 
million carried through the net to amount to a substantial 
improvement. 

Q. Now eli a mean’ tohfind: out,) Mr. Eldiott;: ts 
whether you really mean substantially to the point of 
being completely successful in overcoming those fixed 
charges 

A. I would not at this moment give up hope that 
the Canadian National Railway’ cannot earn its fixed 
charges. 

Q. Ail right. Now, Mr. Elliott, at least we have 
your definite view about that; that at least is your 
definite hope. Now, I put it to you that we now have 
an objective of the Canadian National overcoming those 
fixed charges which now sit at about 44 million, having 
in mind the rest of everything we know about this 
company, and you look to dieselization and other 
economies in the system to help overcome that $44 
million of fixed charges. L put At. Lonyou,isyow dorinot 
disagree with me when you say, but the large portion of 
it will have to come from freight rates? 


A. I wish I felt qualified to answer that. 


Q. But 1: it does not come from improvements -- 
A. I would say historical experience would suggest 


-~- I want to be perfectly fair -- historical experience, 
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which is all I have got to go on, would suggest that if 
the Canadian National Railway is going to earn this 
large amount of fixed charges, amounting to $40 million 
odd, it is going to come from several sources, and I 
would be the last in a period such as we have been going 
through in the last few years, of a depreciating dollar, 
to suggest that a change upward in freight rates is not 
one of the means whereby that result will be achieved. 

Me ThatelLs right. Now, when you say just one of 
them, you do not want to leave the impression that it is 
just going to be a minor factor in achieving that result 
in your mind? 

A. Well, I think I would have to sit down with some 
of the traffic experts and engineers of these railroads 
really to come to a satisfactory conclusion such as you 
want me to come to. i canysee the, factors, but I 
cannot see the figures, because I have not sat down to 
look at them. 

Q. I just want to know where to leave your evidence. 
Are you leaving the impression that you do regard it as 
a practical thing that the Canadian National, out of 
what economies it can make, out of what extra business it 
can get with the very efficient competition of the 
Canadian Pacific, can overcome those fixed charges without 
an increase in freight rates? Of, .cOUrBE -you say, no, 
you do not mean that; so then you will certainly regard 
that freight rates will be, shall I say, a very sub- 
stantial factor in overcoming these $44 million of 
fixed charges. 

A. Itwill be a factor, I would say. 

MQ. And you think that it is quite all right, then, 
to expect the Canadian people to go on paying freight 
rates which will enable the Canadian National Railway to 
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keep on paying $44 million of fixed charges? 
A. That would be in accord with past experience. 

THE CHAIRMAN: 9. Mr. Elliott, in several 
parts of your statement you use the same phrase over 
again; you call it the imb>-lancebetween rates and costs. 
I take that to mean that, having regard to what costs 
are, rates are too low; is that what you mean” 

A. There is a lag between the rise in rates as 
compared with the rapid rise in costs. 

qQ. And that is the condition which exists today, 
according to you? 

A. Yes. 

MR. FRAWLEY: Thank you, Mr. Elliott. 

THE WITNESS: Thank you, sir. 

THE CHAIRMAN: Anybody else? 

MR. O'DONNELL: I think, my lord, in so far as 
I am concerned, Mr. Elliott's submissions consist prin- 
cipally of argument, which I prefer to deal with in that 
way. 

MR. EVANS: No re-examination. 

THE CHAIRMAN: Well, thank you, Mr. Elliott. 
Who is next? 

MR. O'DONNELL: I have just some very short 
evidence, my lord, in connection with the various sub- 
missions which you have heard in the last two or three 
days. 

THE CHAIRMAN: And this evidence is intended 
to answer those submissions? 

MR. O'DONNELL: Yes, my lord. 

THE CHAIRMAN: Before you go into it, I think 
it might be as good a time as any to get back to the 
point where we started from; there was reference made 


to it yesterday. I refer to the order in council making 
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- 20882 - 
certain commitments to this Commission -- paragraph 2, 
section 3. We must bear in mind that our duty under 


that is to review the capital structure of the Canadian 
National Railway Company, in order that we should report, 
say in our report, whether or not it is advisable to 
establish and maintain the fixed charges of that company 
On a basis comparable to other major railways in North 
America. Now, in your brief on pages 53, 54, 55, and 

S0 on, you did deal -with the subject on that basis, I 
think. 

MR. O'DONNELL: Yes, my lord. 

THE CHAIRMAN: You made a comparison of your 
railway in respect of fixed charges with that of a number 
of other railways; you show that your railway is out of 
line with the others. Since then we have had this more 
precise submission of yours presented by Mr. Gordon. 

Can you tell me now that that submission also was made 
having in view this particular language? 

MR. O'DONNELL: Yes, we consider the whole problem 
is interwoven, and what Mr. Gordon has submitted falls 
within the purview or the ambit of the Commission's 
reterence’. 

THE CHAIRMAN: You say, then, that this sub- 
mission which we have been considering lately would have 
this effect, that it would put and maintain your fixed 
charges on a basis comparable to that of the other 
major railways of North America. 

MR. O'DONNELL: That is right, my lord. 

THE CHAIRMAN: That is what you say. 

MR. O'DONNELL: That is the whole point. 


Mr.Cooper. 
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T. H. COOPER, recalled 


EXAMINATION BY MR. O'DONNELL: 

Q. Mr. Cooper, Mr. Northey Jones in his statement 
to the Commission on April 24, on page 18 of that state- 
ment, reference to which will be found in the transcript 
in Volume 112 at page 20446, testified that if the 
Canadian Pacific is to remain the standard in rate matters 
and rates are so set that the Canadian Pacific could earn 
after income taxes an amount somewhere in between 
$47,500,000 requirement set for it in the temporary 
February 28, 1950, judgment of the Board of Transport 
Commissioners, or a return of 4 3/4 per cent on the 
approximate billion dollars of capital invested in the 
railway enterprise, and the $66,600,000, a return of 
6 2/3 per cent, which in the 20% rate case he testified 
was in his opinion the minimum rate necessary to attract 
new equity capital to the enterprise, it seems reasonable 
to suppose that the Canadian National with its larger 
System and greater gross revenues, should earn at least 
$50 million a year before income taxes, and that if the 
Canadian National were to be recapitalized as proposed 
earnings of $50 million a year would leave, after 
allowing approximately $15 million of net charges on 
the railway's net of $284 million, $35 million per year 
Surplus earnings. That is set out at page 15 of Mr. 
Northey Jones! statement. Now, the impression left in 
my mind was that, because the Canadian National is a 
larger railway than the Canadian Pacific, after recapi- 
talization the Canadian National net earnings would 
Somehow be greater than those of the Canadian Pacific. 
Now, I asked you to prepare if you could -- 

THE CHAIRMAN: Pardon me a moment. You give 


us this $50 million, and then what do you say would be 
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the net? 

MR. O'DONNELL: $35 million per year surplus 
earnings. If your lordship happens to have mr. Northey 
Jones' statement -- 

THE CHAIRMAN: I have it here. 

MR. O'DONNELL: It is page 18,my lord. Those 
are the figures on page 18 of that statement. 

Q. Now, I asked you to prepare, if you could, a 
Statement which would show, putting the two railways on 
a comparable basis, what the net earnings of each would 
be after fixed charges and taxes. Have you prepared 
such a statement? 

THE CHAIRMAN: On what hypothesis? If what? 
What the net earnings of each railway would be if what 
was done? 

MR. O'DONNELL: Well, after fixed charges were 
-- I asked him to prepare, if he could, a statement -- 

THE CHAIRMAN: On the footing of the figures 
that Mr. Northey Jones -- 

MR. O'DONNELL: Yes, sir, Mr. Northey Jones! 
figures, that is right, directed to the refutation, in 
so far as it is possible so to do, of Mr. Northey Jones' 
suggestion, which he put in these words, "It seems 
reasonable to suppose" -- I was directing evidence to 
refute that ‘reasonable to suppose" supposition of Mr. 
Northey Jones, in other words. 

Q. Now, have you prepared such a statement 

A. 168% 

Q. Now will you please produce it as Exhibit 276? 
That exhibit, my lord, is entitled "Adjusted comparative 
results, year 1949." It is divided into two parts, 
the upper portion dealing with the Canadian Pacific 
Railway and tne lower portion with the Canadian National 


Railways. 
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EXHIBIT NO. 276: Statement entitled "Adjusted 
Comparative Results, year 1949." 


MR. O'DONNELL: Q. Now, Mr. Cooper, will you 
please tell the Commission, taking the figures from your 
Statement, what the net carnings of the Canadian Pacific 
after fixed charges and taxes would be if they had a 
level of freight rates which would produce for them a 
return of 4 2/3 per cent, the figure used by Mr. 
Northey Jones, on their property investment of roughly 
a billion dollars? 

Be 335,000,000. 

Q. Now, that is the figure shown in the third line 
of your statement, is it not? 

A. Yes. 

Q. Estimated surplus after fixed charges and taxes. 

And that figure, my lord, I might mention is to be 
found in Volume 113 at page 20588. That is, the answer 
of Mr. Northey Jones at that point was: 

'Q. So that after deduction from that 

sum of $47,500,000 the result would be an 

approximate surplus after fixed charges in the 

first instance of about $35,800,000? 

A. Correct." 

Now, what would be the corresponding figure for the 
Canadian National, Mr. Cooper’ 
A. $14,729,000. 
is the 

Q. And that/figure shown at the bottom of the 
first column of figures on this Exhibit 276? 

As Les: 

Q. Now how much would the Canadian Pacific net 
carnings be in excess of those of the Canadian National 
on the basis of your exhibit? 

A, $21,071,000. 
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Q. Now, Mr. Cooper, would you please tell the 
Commission, taking the figures from your statement, what 
the net earnings of the Canadian Pacific after fixed 
charges and taxes would be if they had a level of freight 
rates which could produce for them a return of 6 2/3% on 
their property investment of about a billion dollars -- 
again, those figures being the figures used by Mr. 
Northey Jones? 

A. $54,900,000. 

MR. O'DONNELL: That, my lord, is the answer 

which was given by Mr. Northey Jones, again in volume 113 
of the transcript, at page 205885 where the question and 
answer are as follows; 

'Q. And with respect to the second figure, 
$66,600,000, it would be an approximate surplus 
after fixed charges of about $54,900,000, 
deducting the same -- 

A. Deducting the same fixed charges of 
$11,700,000 which are only a proportion of the 
Canadian Pacific's fixed charges of $14,543,000." 
Q. Now, what would the corresponding figure for 

the Canadian-National be, that is, the figure corres- 
ponding to the $54,900,000? 

A. $36,863,000. 

Q. And that is the last figure in the second column 
of figures on Exhibit 276? 

A. Yes. 

Q. Now, how much would the Canadian Pacific net 
earnings be in excess of those of the Canadian National 
on the basis of those figures 

A. $18,037,000. 

Q. Now, Mr. Cooper, Mr. Norman in his testimony 


on April 25 -- 
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COMMISSIONER ANGUS: Before we leave these 

figures, might I ask one question of Mr. Cooper. 

%, These are on the assumption that the Canadian 
National R2ilway would be paying corporate income tax? 

A. Leeqreirs 

Q. Would you be equally happy if neither railway 
paid it? 

un Would I? 


Q. Yes, I mean, as the Canadian National. 
Ae wes; 
Q. I ask you that because the corporate income tax 


on the rail income of the Canadian Pacific, we are told, 
1s passed on in freight rates, and any marginal item is 
not spread out equally across the country, but affects 
the rates in non-competitive segments of the traffic. 
Now, that is perhaps a case without a parallel in other 
income tax situations, and it might conceivably be a 
method of reasonable adjustment to remove the income tax 
on the rail income of the Canadian Pacific. 

A. It might be a method of improving a railway 
Situation without transferring the cost to the shippers. 

MR. O'DONNELL: 9. Now, Mr. Cooper, so much 

forethat Exhibit 276. Mr. Norman in his testimony on 
April 25, which is found in volume 113, furnished to 
the Commission two tables which were annexed to his 
written submission and are identified as Sheet 1 and 
Sheet 2 of that submission, which purported to show the 
relative results of the Canadian Pacific and the Canadian 
National resulting from the recapitalization proposals 
of the Canadian National for the year 1949, if the 20% 
increase sought by both had been in effect throughout 
the year and if the Canadian National had enjoyed 


throughout that year the benefits of their proposals; 
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and the tables show that the surplus which would have 
resulted for the Canadian National was $28,867,000, 

and that the surplus which would have resulted for the 
Canadian Pacific was $14,217,722. In other words, the 
Canadian National surplus, according to Mr. Norman's 
Submissions or statements, would have exceeded that of 
the Canadian Pacific by $14,650,000. 

Mr. Covert indicates to me, my lord, that those 
tables will be found in the transcript in volume 113 
at pages 20637 and 20638. 

THE CHAIRMAN: Yes, I have it. Now, would 
you repeat what you were just at? 

MR. O'DONNELL: Yes, my lord. I say that the 
tables show that the surplus which would have resulted 
for the Canadian National was $28,867,000 -- that is the 
figure on the bottom of Sheet 2 -- and that the surplus 
which would have resulted for the Canadian Pacific was 
$14,217,722; in other words, the Canadian National sur- 
plus -- 

THE CHAIRMAN: Where is that figure? 

MR. O'DONNELL: Sheet 1, my lord, page 20637. 
In other words, the Canadian National surplus would have 
exceeded that of the Canadian Pacific, according to Mr. 


Norman's figures, by $14,650,000. 
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Q.- Mr. Cooper, I asked you if you would please 
check those figure. Have you done so? 
A. Yes, 
Q@. And have you prepared 3 statement showing 
the results of your analysis? 
Bin OBS 
Q. Will you be good enough to produce that as 
Exhibit 277? 
ts fe 
Q. Will you please tell the Commission whether 
you agree with the statement made by Mr. Norman? 
THE CHAIRMAN: Pardon me, but is this to be 
en Exhibit? 
MR. O'DONNELL: Yes, Exhibit 277. I suppose 
I really should identify it for the purpose of the 
record. It is 2 statement of sdjusted comparative 
results for the year 1949, Canadian Pecific Railway 
end Canadian National Railway, the table being divided 
into two sections again. 
THE CHAIRMAN: It has the same title as 
the last one? 
MR. O'DONNELL: Yes, except thet Exhibt 276 
refers to the figures used by Mr. Northey Jones and 
Exhibit 277 deals with the figures presented by Mr. 


Normodn. 


MAUI Cliecss.stiled DY Mr. : Statement of adjusted 
O'Donnell ; comparative results, 
1949, Canadian Pacific 
Railway end Canadian 
National Railways 


Q. Will you please tell the Commission whether 


you agree with the statement made by Mr. Norman? 
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A. I positively do not. 

Q. What do you Say the relative results would 
have been under the conditions which have previously 
been referred to? 

A. My estimate of the results/set out on Exhibit 277. 
For the Canadian Pacific the estimated surplus after fixed 

and taxes 

charges/would be $34,840,000 whereas in the case of the 
Canedian National, the estimated surplus after fixed 
charges and taxes would be $13,564,000, 


Q. Whet would the Cansdian Pacific surplus be in 


excess of the Canadian National? 


HO) eT 16. 000. 

Q. Just while we are on the point as to fixed 
charges and taxes, those sre taxes on railway operations 
only? 

Nw XESS 

Q. Then you say, Mr, Cooper, that instead of the 
Canadian Netional exceeding the Canadian Pecific.,the 
reverse would be the case? 

As Yes, 

Q@. Then what is the difference, or shall we say 
whet is the margin of error eccording to you which is 
found in Mr. Norman's statement? 

A. I differ from Mr. Norman to the extent of 
$35,926,000, 

Q, And thst is shown on the face of your Exhibit 
erie 

A. It is shown by compsrison. 

Q. Together with other documents? 

A. It is shown by comparison of his statement 


with tnose I made. 
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Q. Yes, Teking the difference bas€s of comparison 
a8 they appear on this Statement, it seems to indicate 
that the Canadian Pocific Surplus after fixed cherges 
end taxes is approximately $20 million © year better then 
the Canedisin National? 

A. Yes, 

Q. That is,if the results be Stated on a comparable 
basis? 

A. Yes. 

Q. Why, in your Opinion, would that be so? 

Re tL Une fixed charges of the Cansodian PSCirt ic 
and those of the Canadian are approximately equal, I 
would say that because of the physical characteristics, 
density of traffic ang operation of lines in the national 
interest, the results of operating the Canadian 
Pacific Railway will always be found to be more favourable 
than those of the Canadian National, 


Q. 


Do you think that that same Situation will be 
found to exist under 9311 levels OF Urarric? 

A. Yes. My opinion is that under all foreseeable 
conditions the Cenadien National cannot expect to show 
up more Fe Ge occ 88 favourably as the Censdisan 
Pacific. In that connection I might refer back to the 
answer which I gave to Mr. Covert in his cross-exsmination. 
I believe the answer is to be found at pege 18784 of 
the record. 

Q. Yes. And that, my lord, for the convenience 
of the Commission,will be found in Volume 101. I 
might just read the question and answer. They are as 
follows: - 


"Q. Yes. Well now, would these 
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proposals put you on e parity with the ae sitet 
A, Oh, I think we would be very inferior 
yes, to the Canadian Pacific. I showed you 
yesterday thet fer the 1949 with 211 the 
additional revenues assumed to have been 


received, with these sdjustments meade, that 


our net income would be 9 matter of $13 million. 
Now, that surplus would disappear if our 
ne) ious were to be reduced by 23%, I 
Seid therefore that even on this basis 
there is really nothing left for 9 return on 
equity capital ,there is nothing left for 
additions betterments. I don't think on 
that basis that we have yet approached com- 
porability with the Canadian Pacific, in 
results.’ 
Thet is the asnwer you referred to? 
Ae we CBs 
THE CHAIRMAN: Is that Mr, Fairweather's 
answer? 
MR. O'DONNELL: No. That is Mr. Cooper's 
answer, my lord. That is ell I have for Mr. Cooper. 
COMMISSIONER ANGUS: Q.I have one other question 
I would like to ask. In the war years theCansadian 
National Railways I think did pay certain sums to the 
Government ? 
= ee 
Q. Did this take the form of so much per share 
on their equity capital or did it take some other form? 
A. During the wer years the Canadian Netional wes 
fortunate enough to have surplus earnings. They amounted 


in all to about $112 million. We discussed with the 
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Department of Finance as to what disposition should be 
made of those surplus eernings. We proposed to use 

them for additions and betterments so os to reduce the 
smount which we otherwise would have needed to borrow 

from the Government for sdditions end betterments. The 
Department of Finance said to us, "No; we would prefer 
that you would pay them back in reduction of your indebted- 
ness to us. The effect is roughly the same, but that 

was their preference. So that in answer to your question, 
Drs cAngus;«I-sey thatthe Surplus earnings of the Netional 
Railways during the war period were paid back to the 
Government to reduce the railways’ indebtedness to the 
Government, 

Q. If effect were to be given to Mr. Donald Gordon's 
proposal and the Directors considered the disposal of 
the surplus and decided to pay it over in whole or in 
part to the Government, would that payment take the form 
of a payment of so much per share? 

A. I think I testified,see Exhibit 246, that, under 
present levels of traffic and if the 16% imei on 
been in full effect,and if the Gordo proposalseen in 
full effect,we would have had e@ surplus of $13 million. 

If that were the situation,-first of 8ll,the matter you 
sre referring to,of course, would be e matter that 
would be decided by our Board of Directors. 

Q. Yes. 

A. That is, the disposition of the earned surplus 
LI think iS more @ matter -for the directorate than it 
is for any particular officer of the railway. To try 
to be helpful end give my opinion as to what would happen, 
‘I think thet the reilway would ask the Government's permission 


to use that $13 million to finance, so far as it would go, 
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the amount of money needed for additions and betterments. 

THE CHAIRMAN: Q, The question is in what form 
would any payment you might make to the Government take? 
Would it be a dividend on your stock -thet is to say, 
apportioned according to the ownership of the stock held 
by the Government -or would it be regordless of thet? 

A. My answer, my lord, was cone ar opinion we would 
ask permission to use the $13 million to portly finance 
our capital expenditures -- that is for additions and 
betterments -- which in the year 1949 amounted to $18,223,000. 
That figure represents our expenditures other than for 
equipment. So thet instesd of borrowing $18 million from 
the Government, we would have borrowed $5 million from 
the Government;and that in my opinion is what would happen 
if the situation referred to arese, 

COMMISSIONER ANGUS: @Q. Even if it is a 
fantastic hypothesis, suppose thet in some future 
year you did earn a larger surplus and decided to pay 
Over some pert of that surplus. On this capital 
structure, is it contemplated that that would be e lump 
Sum payment or that it would be a payment in the nature 
of a dividend of so much per share? 

A. It probably would be a lump sum dividend rather 
then an amount per share. But the result is the some. 

MR. O'DONNELL: It is payment. It does not 


matter what you call it. 


CROSS-EXAMINATION BY EVANS:- 


Q. Mr. Cooper, may I take it,from the fact 
that you have used income tax as a deduction in 
érriving at the surpluses on these two Exhibits, thet 


the Canadian Natienel is prepared to propose 3s 3 


pyeuuntied hie Badges ot beisen versa 94 
ied Sete At ax an tlagyp ant 9,9 s RANTTARO coe 
Sones 2qommTg7aH WAS OF sem ged w0'y sayergaee 
pyae poet Sunes Hogse query Ao etebiyi Ss ad ‘i 
hoe Soose Sxz Yo er ont ot ageiyeoee fom a 
Piety lo dnekos oes 92 Bivow “ae aR TOR | ) * 
viueu.ou gofniah: ui ea ccw pet qr ,Sewere VA seo 7 
eres a 33 @ of Wo Ls Eda Sid Sis og roenezerre 88 
han ehOLe hs YO. ef Seems Horn Loo seRe ie 9 
Metso, bi: ad 2% pugs cio; sea ott af dobty = 8am : 
| vod pile too Bah est ot HELGE MHS Av qeheqase ong ey aca 
hot dosbite Sf) galvoused jo heagenk Bend es eomg tape q 
me TIA ESO U3 bavowtag oved Hisow GR | dromnsovon 6d” 7 
gagzen bauew Shaw ghtetitge vera wend bee tae age VOR, ont 
Segue wf Deqevient pa leegeas aia 


~—) | 


‘Seu 7 
Hh. hy be eye) | .@ 2 Cn Fe TR Tae LERCH a Si, 0 


LULL, Braye i r eo nese he Re RC id «Be Peotone osdeagdtial- 4 


1 a 


ve, 


6 
i 


es, 


(Sg. ot POBLask bao Bydeaue, qemash 2 gase SSP wee aoe Pi 
pat me ets oda Wh > =. noe * ete as eta we 
fsdiast, eka oO. ere Se ee Te: Sy. Ge Gee aero 


Gh’ & 22) Diaow, Deeb eSee Dees ou a a ti uh , oeuterere 
TAS Dik UGh ka IaR ce, =. Be BROW, et: dnt So. Teerays es bi 


Pashia wog) dove: ome he: ere: 


ae 


telgss bopolvlh, age qyed = o% Sivew, Videdamge Dt 
20s Sie eb Divees 3h Tae .eenit: Ee) SORES s 


hon. 2300-05, «a aameeg. a Th ate RMO SAD a 
att, LP aa GON me, 


Sag ot, Hoa ak et i, yh a 


nt am soaknp.® Sal 
ssid: . Bt bet ofiia; oeesi2. 3 


- 20898 - Mr. Cooper cr.ex 


condition to the recapitalization thet it should pay 
income tax? 

A. I stated in my testimony, Mr. Evans, that if 
we were put on a parity with the Cansdian Pacifie in 
the matter of fixed charges, if the present proposals 
were approved and put into effect, the Canadian 
National Railways would consent to be subject to 
Dominion Income Tax. 

@. Would you go this far thet you would be 
prepared to make your proposals conditionel on 9 tax 
being imposed? 

ee | cole 

MR. O'DONNELL: Let us be clear about that. 
Our proposals are on the record as they sre at the present 
time. ake what we are prepared to do, and there it 
is. When my friend keeps suggesting --- 

THE CHAIRMAN: When you say they are on record 
you are referring to Mr. Gordon's statement? 

MR. O'DONNELL: Yes, Mr. Gordson's statement 
and what Mr. Cooper ssid about it. 

THE CHAIRMAN: Does Mr. Gordon's statement 
cover it? 

MR. O'DONNELL: No. 

MR. EVANS: No. 

MR. O'DONNELL: Mr. Cooper said whet he said 
in regard to income tax. But when my friend suggests 
we Should take him by the hend and lead him up to 
Parliament hill and try to get an Act through to suit 
him, that is e different matter. We said what we are 
prepared to do, 


you say 
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MR. O'DONNELL: No. 

THE CHAIRMAN: I do not know where Mr. Evans 
intends to proceed from there. But he is asking him to 
State egain what you propose to do, 

MR. O'DONNELL: All I Sey is that our proposals 
ere on the record, 

THE CHAIRMAN: I know. But what is it? 

MR. O'DONNELL: It is what Mr. Gordon's statement 
is,together with whatw2s ssid about it. 

THE CHAIRMAN: On this one question of income 
tax? 

MR. EVANS: Yes, 

MR. O'DONNELL: And all that has been said about 
income tax has been ssid by Mr. Cooper; and it is on the 
record. 

THE CHAIRMAN: Why cannot he tell me whet the 
proposal is if you do not want him to tell Nr. Evane. 

MR. O'DONNELL: It is not 9 metter of telling 
you or telling Mr. Evans. It is on the record, and I 
will let the record speak for itself. 

THE CHAIRMAN: Mr, Cooper might tell us egain. 

MR. EVANS: I have no doubt on whet Mr. Cooper 
Seid and I do not think Mr. Cooper has attempted to 
change what he has said. 

MR. O'DONNELL: No, I do not think he has. I 
Pepiati te Satisfied to leave it es it is. 

THE CHAIRMAN: What did he say? That the company 
would be willing to have income tax deducted? Is that so? 

7 THE WITNESS: Provided, sir, that Mr. Donald 
Gordon's propossls were epproved and put into effect. I 
6m now reading from the record et page 18757 where I 
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"Then I wish to say to the Commission 


thet as far as we are concerned we are willing 
to be made subject to income taxes too. If 
you adjust our capital structure, put us on 3 
parity with the Canadian Pacific in respect of 
those matters, we sre Satisfied to be put on a 
parity with them with respect, to matters such 
38S income taxex.But, we do object, we have always 
objected ,r we have always resisted the criticism 
directed egsinst us because we did not pay tax, 
when we had the burdens on us thot we heave been 
talking about." 
Which I think are even greater than those in the matter of 
income tax carried by the Canadian Pscific. 

MR. EVANS: My question to Mr. Cooper to which 
my friend apparently took objection Nay shee Pe on any 
misunderstandnng es to what Mr. Cooper said in his 
earlier evidence. My submission to the Commission is this, 
that it was not part of the proposal put forward in the 
first instance. The section of the Transcript that ha. been 
referred to was during the cross-examination of Mr. Cooper 
when he said that jaf the proposals were accepted, the 
Canadian National would consent to bey income.tax,. All Tt 
asked Mr. Cooper, and I got an answer, was this: Is he 
now making it part of his proposal or 9 condition of his 
proposal that if that ‘propos3sl is accepted, income 
tax will be paid? There is quite a difference, becauee 
LI should like to Zo Th Sea the matter with Mr. Cooper. 

THE CHAIRMAN: I just heard him reading his answer 
énd one of the conditions he brought in was some situation 


of comparability with the Canadian Pacific. 
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THE WITNESS: Yes, sir. 

MR. EVANS: As a2 reason for thinking about the 
Canadian Nationsl, 

THE CHAIRMAN: As a condition. 

THE WITNESS: Comparability in that connectinn 
had to do with fixed charges. 

MR. EVANS: Yes. I pursue the subject a 
little bit further, Mr. Chairman? 

THE CHAIRMAN: Yes, As long as there is 9 clear 
understanding of whet Mr. Cooper told us there is the 
position of his company in respect to payment of income 
tax. We have just heard it read. I think we understand 
what it is. What do you want to ask him? 

MR. EVANS:Q.If I may review whet the snswer was 
before, Mr. Cooper, the onswer you gave me just now was 
that while you would consent, you would not be prepared 
to ee @ condition of the recapitalization proposals 
that income tax should be peid? 

A. I take it you want some kind of written gusrantee 
or something of that sort? 
Q. I want an answer to my question. 

MR. O'DONNELL: The question has been answered. 
In my respectful Submission, my lord, it is on the record. 
I say to my friend, Let us leave it at that. You have 
got a good enswer. Why try to gilda it?" 

THE CHAIRMAN: Would you please turn this 
way, Mr. Cooper and speak louder? 

A. I will try. 
MR. O'DONNELL: It is all on the record. 


Why ask it three or four times? 
MR. EVANS: I do not know why my friend is 


SO Sensitive about this matter. There is nothing in the record -- 
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MR. O'DONNELL: Certainly it is on.the record, 
MR. EVANS: Will my friend please leave me alone? 
Q. Mr. Cooper, the comparison in the two Exhibits 
276 and 277 assumes the payment of income tax by the 
Canadian National? 
Re Ses. 
Q@. If the tax were not imposed, notwithstanding 
the consent of the Canadian Netionel, then the Exhibits 
would have to bere-stated so thet on Exhibit 2(7, according 
to your figure the Surplus,to compare with the surplus 
of the Canadisn Pacific would be $20,867,000 instesd of 
$13,564,000? 
A. If you are going to eliminate sll the "ifs" 
from this statement, you will have to go much further 


than thet, 
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This statement is a reconstructed income statement on 
certain assumptions. 

Q. Yes. 

A. Some of the assumptions are favourable, and some 
of them are not favourable. 

Q. I am not discussing the favourable character of 
them, but I think the exhibit made clear the answer to 
my question, because I wanted to pass Ons bul: TIALb 
does not make it clear to you, I think it can be argued. 

MR. O'DONNELL: May I just interject this: 
Whether the tax be taken in or left out, the result is 
just what we said it was, that ‘the Canadian Pacific would 
have more estimated surplus after fixed charges and taxes 
than we would, In any event, I agree with Mr. Evans 
when he says he wants to pass on to something else. 

MR. EVANS: Q. May we proceed on this basis, 
Mr. Cooper, that taking Sheet No.1 from the transcript 
on page 20637 -- 

COMMISSIONER ANGUS: That is Mr. Norman's 
statement? 

MR. EVANS: Yes, that is Mr. Norman's Sheet l. 

THE WITNESS: Yes. | 

MR. EVANS: Q. The only stASng which is 
needed to reconcile the surplus of $14,217,722 on that 
statement with your Exhibit 277 figure of $34,840,000 
for the Canadian Pacific is the amount of approximately 
$20,000,000 of dividends? 

A. Yes. 

Q. So that the only difference between you and Mr, 
Norman in that regard is that you treat as a surplus 
the amount available for dividends, whereas he has taken 
the surplus after dividends? 

A. He has in his statement. 

Q.. Yes, 
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A. But not in his evidence, 

Q. I am talking about his statement, yes. 

A. Yes. 

Q. With regard to Sheet 2 of Mr. Norman's statement, 
on the following page, I should like to go with you through 
the reconciliation of the Surplus figure which he gives 
there of $28,867,000, with the surplus figure which you show 
on Exhibit 277 for the Canadian National. I first sug- 
gest to you that the two are reconciled first by 
eliminating the income tax which Sppears: 2 eexnib1 61277, 
for the Canadian National, but which does not appear in 
Mr. Norman's sheet 2, 

A. Yes. That is one itmm. 

Q. That is one item. The second item is an item of 
$8,000,000 taken from Exhibit 246 or at least appearing 
in Exhibit 246, which was applied to reducc, as it were, 
the surplus in that exhibit from which the $13,698,000 
was taken. You can reueny adding $8,000,000 de- 
ferred maintenance figure to $7,303,000 for taxes, and 
the difference, I make it, is $15,303,000 which, added 
to the $13,564,000 reconciles Mr. Norman's statement in 
Sheet 2 $13,567,000 I should say. 

A. If I might shorten it up, the difference between 
the two statements consists of the item of $20,623,000 
for dividends; $8,000,000 of credit from deferred maintenance. 


I would have to work that out. we 
I suggest to you that if you want to re- 


/concile Mr. Norman's $28,867,000 with your figure of 


$13,567,000 on Exhibit 277, -- 
THE CHAIRMAN: $13,564,000. 
MR. EVANS: I am sorry, $13,567,000 on Exhibit 
et7. 
THE CHAIRMAN: Is it $13,567,000? | 
MR. EVANS: No, it is $13,564,000. You are quite 
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right, my lord. 

Q. After you aiaoehe $13,564,000 the two amounts 
of $7,303,000 forincome tax and $8,000,000 for deferred 
maintenance, then you come out with the figure which Mr. 
Norman has on this Sheet 2. 

A. That iscorrect. 

Q@. When you say that you most positively -- and I 
think you used that word -- disagree with Mr. Norman, 
would it be fair to say that the extent of the disagree- 
ment is represented by these adjustments we have been 
speaking of, but that apart from that you have no lees 
agreement? I am speaking of Mr. Norman's two sheets. 

A. As regards the Canadian National Reilways only? 

THE CHAIRMAN: Pardon me. We will take a few 


minutes off now for recess. 


(Page 20906 follows) 
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---After Recess: 


MR. EVANS: Q. I am not sure, Mr. Cooper, 
whether I got an answer to my last question or not. 

THE CHAIRMAN: Better put the question again, 
or have it read. 

MR. EVANS: Well, the reporters changed in the 
interval, sir. Perhaps the recollection of the witness 
is clearer than mine. 

A. I think my last question, Mr. Cooper, was 
whether, when you said you positively disagreed with 
Mr. Norman, there was anything more than those recon- 
ciliations that we have been talking about, whether 
there was any other measure of disagreement between 
your two exhibits, 276 and 277, and Mr. Norman's Sheet 1 
and Sheet 2. 

A Mr. Evans, I was confused; I thought you were 
Speaking of the difference between the two statements 
which amounted to thirty-five million -- 

THE CHAIRMAN: .. Between what? 

A The difference between the two statements, 
which amounted to $35,926,000. 

MR. EVANS: QQ. I am. 

A. I now understand that you are speaking of the 
difference with respect to the Canadian National. 

hs OM, yes. 

Bs Now, the difference with respect to the 
Canadian National is comprised of two items -- one, an 
amount of $7,303,000 for tax, and the other an amount 
of $8 million for deferred maintenance. 


Q. 


And then I think we agreed also that the 
reconciliation of the Canadian Pacific figures is 


accomplished by taking the amount of dividends amounting 
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te $20 million off your figure of $74,840,000 in 
Exhibit 277, and you come out with the figure Mr. Norman 
had at the bottom of Sheet 1? 

Yes, except that I would prefer to add it to 


Mr. Norman's figure rather than deduct it from mine. 


Q. Well, I am talking about a reconciliation. 
A> Yes. 
Q. And that apart from the need for reconciling 


this exhibit of yours with those two sheets in the way we 
have talked about, there is no disagreement, positive or 
otherwise, as between you and Mr. Norman on those two 
Sheets of his that we have been talking about? 

Ax That.is.so. 

Q. We come now, then, perhaps for a moment to 
consider the matter of deferred maintenance. That 
requires, I think, looking at Exhibit 246. I think you 
and I discussed this -- 

A. Yes, we had a discussion on that, Mr. Evans. 

Q. But, as I recall it -- and I am sorry to say I 
have not got the reference, because I did not expect .to 
have to cross-examine you this morning -- 

A. I think, Mr. Evans, if I may interrupt it is 
to be found -- 

Q. Perhaps it is not worth while looking up, 
because I think you and I can get straight on it in a 
minute. 

A. Probably. 

Q. The $8 million which you had shown in Exhibit 
246 was an amount which you drew down from the maintenance 
fund which you had in that year? 

A. In 1949, yes. 

Q. In relief of expenses for the year? 


A. Yes. 
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4. So that had you not had the $8 million figure 
in Exhibit -246 your surplus would have been increased 
by $8 million, as shown on that exhibit? 

Ba Yes. | 

Qs Now, are you aware that in 1949 the Canadian 
Pacific had a similar draw-down from its maintenance fund 
in relief of expenses? 

A. You have told me so. 

Q Are you not aware of that? 

A. Not otherwise. 

Q Now, assuming with me that that fact has been 
proved in these records, you would agree, I think, would 
you not either that in order to get comparability the 
$8 million should be taken out of your Exhibit 246 and 
the result of it taken out of your Exhibit 277, or else 
a comparable adjustment would have to be made in your 
Exhibit 277 for the Canadian Pacific's figure of 
$7,500,000? 

A. I do not agree with you, Mr. Evans. It could 
be correct, but then I do not know the conditions under 
which you transfer this amount of approximately 
$8 million from your reserve to the credit of your 
Operating expenses. I do know the conditions under 
which the Canadian National did so, and it may be that 
the conditions on the Canadian National were comparable 
with those of the Canadian Pacific or they were not. 
Now, as to whether they were or not I do not know, and 
therefore it would be for you rather than me to determine 
whether the credit of $8 million should or should not be 
eliminated in a comparison of the Canadian Pacific and 
Canadian National results for the year 1949. Mr. 
Frawley, I believe, pointed to certain differences in 


the situation, and that just added to the doubt I had 
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as to whether the conditions were comparable or not. 

Q. Now, assuming that they were comparable, you 
would agree that you would have to adjust the comparisons 
made in Exhibit 277 one way or the other to get a com- 
parable -- 

A. Assuming all things were on a parity, yes. 

Q. You were not here when Mr. Liddy gave his 
evidence? 

A. NOs Si. 

Q. Because I suggest to you that Mr. Liddy said 
almost exactly what you Said, namely, that maintenance 
expenses in 1949 were in his opinion not above normal 
before the deduction was made from the maintenance fund? 

A. LEB 

Q. That is practically your position on the 
$8 million? 

A. And that in turn seems to me to prove the 
accuracy of my exhibit No. 246, ana ae ee adjustment 
is to be made it should be made in the Canadian Pacific 
figures and not in those of the Canadian National. 

Q. But at all events an adjustment should be made, 
and would change the figures in 277 to the extent of 
$7,500,000 on the Canadian National surplus? 

A. On the assumption that comparability existed 
throughout. 

Q. I quite agree. So that if we did not adjust 
the Canadian National surplus beginning figure of 
$13,698,000, the adjustment being made to the Canadian 
Pacific figure would reduce your figure of $34,840,000, 
to $27,260,000? 

MR. O'DONNELL: That is on Exhibit 277? 
MR. EVANS: On Exhibit 277. 
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THE WITNESS: Yes. 

MR. EVANS: Q. Now, if I may pass to 276 -- 
did 1 gather from you, Mr. Cooper, that it was your 
view that you made no recovery of deferred maintenance 
in 19499 

A. I said it was a matter of the greatest diffi- 
culty, that as far as our engineers are concerned -- and 
they are the people that would advise me in a matter of 
that sort -- they would not admit that we were catching 
up deferred maintenance. 

Q. Because I notice your annual report rather 
Suggests, at the bottom of page 7, in these terms: 

"Maintenance of way structures expenditures 
amounted to $3,699 per mile of road operated. 

Some progress was made during the Vear on 

recovery of deferred maintenance and $8,000,000 

was charged to deferred maintenance reserve." 

A. Yosh, 

Q. Would that not suggest to you that it was the 
view of the management of the Canadian National that there 
had been some actual excess above normal maintenance 
done in 1949? 

A. Well, if the report had been written by the 
engineers, I would agree with you. I explained to the 
Commission in answer to your question that it was our 
policy to transfer credits to operating expenses from 
the deferred maintenance reserve, irrespective of 
whether or not deferred maintenance was being caught 
up. I said that when during the war we established 
this reserve of $39 million, the understanding was 
that we would draw down year by year that amount of 
money over a five-year period. That is what we have 


done. For example, in 1949 we shall take $9 million 
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out of the deferred maintenance reserve quite irrespective 
of the amount of maintenance performe d. That is what 

we did in 1949, and as far as I am concerned, on the 
advice of our engineers, we did not overtake deferred 
maintenance to that amount. 

Q. Mr. Gordon, I think, also said in his statement 
in the report -- this is in the letter to the Minister 
which appears at page 4 of the report and then on page 5 
of the report, in almost the same terms: 

"Progress was made in overtaking deferred 
maintenance which had accumulated during the war 

and early post-war years." 

Does that not also suggest what I was putting to you before 
that there had been perhaps some maintenance done in excess 
of normal? 

A. There may have been some. 

Qs Then if I may turn to Exhibit 276, may I put 
it to you that those elements which were required to 
reconcile Exhibit 277 with Sheets 1 and 2 of Mr. Norman 
are treated in exactly the same way by you in Exhibit 276 
as you treated them in Exhibit 277? 

A. Yess 

Q. And, so that we will have no misunderstanding, 
the Canadian Pacific figures of Surplus are, before 
dividends -- am I right? -- in both cases under two 
columns? 

A. Yea. 

Q. Now, the opening figure on the Canadian National 
Statement of $13,698,000 is also that figure taken from 
Exhibit 246 after the treatment of the item of $8 
million of deferred maintenance that we were referring 


to in the previous exhibit’ 
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A. That is correct, Mr: Evans. 

Q. And it also, I think, follows that the item 
of income tax is adjusted to the Surplus which results 
on these various assumptions in Exhibit 276 

A. Yes. 

Q. Now, I would like to ask you this: the figure 
of $43 million on Exhibit 276 opposite the item, addi- 
tional revenue on the assumption that the 16% had been 
increased by 20%, is an estimate of the Canadian National 
of the revenue which would be required in ‘eddition to 
existing 16% increase in rates -- perhaps I can break 
my question there. The $43 million is the dollar 
estimate of the Canadian National of the increased 
revenue on the assumption that in 1949 it had had through- 
out the year an increase of 20% in freight rates in 
excess of an increase authorized by the Board to date 
of 16%? 

A, That is correct, Mr. Evans, except that I would 
not say the figure was a Canadian National estimate. 

It was derived from an estimate made by Mr. Gracey for 
the Canadian National and Mr. Liddy for the Canadian 
Pacific with respect to the amount of additional revenue 
which would be needed in the case of the Canadian Pacific 
to earn this return of 6 2/3% on its investment. 

Q. Perhaps I can get it down to this basis with 
you. Messrs. Gracey and Liddy, I understand you to say, 
agreed that the Canadian National would derive $43,014,000 
from a further increase of 20%; is that what you are 
Saying? 

that 

A. No. They agreed, I believe,/for the Canadian 
Pacific to earn 4 3/4% on an investment of 2 billion 
dollars, the Canadian Pacific would need to have an 


additional $7.6 million of revenues, which would mean 
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an additional 5% increase in freight rates. 

Q. Now, that is the first column ’ 

A. Yes. Going over to the 6 2/3% basis, they 
estimated that it would require $37 million to produce 
earnings needed to give them 6 2/3% return. Now, my 
$43 million bears the same relation to the $8,900,000 
Which your $37 million bears to the $7.6 million. 

Q. You have simply made a straight mathematical 
projection, as. it were, of those figures to get the 
$43 million? 

pe In addition we checked it with the figures 
that we have as to the product of these various rate 
increases. 

Q. Then, Mr. Cooper, all I want to get from you 
is, does that 20% assume an increase on all rates except 
the grain rates of 20%, or what does it assume? 

A. Frankly, Mr. Evans, I do not know. The 
understanding was that Mr. Liddy and Mr. Gracey would 
get together and agree on the amount of additional 
Pevenue needed by the Canadian Pacific to produce the 
+ 3/4% return in the one case, the 6 2/3% return in 
the other case, and the amount of money that would be 
converted into a percentage, and they came back and told 
me that in the one eee other case it was 
20%. 

MR. O'DONNELL: And I think I tied in with 
what Mr. Evans said to the Commission this morning as to 
the $66 million requiring 24% increase over the 16. 

MR. EVANS: Oh, that is where it comes in: 

MR. O'DONNELL: Yes. 

: MR. EVANS: So that figure must assume, as 


t take it -- and perhaps my friend can tell me now -- 


that figure assumes that there is no increase in 
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competitive rates and no increase in grain rates. 

MR. O'DONNELL: Well, as to the refinements 
of the computation I do not know. My instructions the 
other day were that in order to get $66 million net 
Operating railway income, $66,600,000 for the Canadian 
Pacifrig, Atewould require approximately an increase 
Over rates as presently in force of 24%, and that is a 
figure which was checked, and that is the figure which 
Mr. Evans said at the opening of the hearings this 
morning was correct,subject to those refinements that he 
mentioned in connection with it. I do not think there 
is any disagreement on that score. 

MR. EVANS: %. Now, I am coming very close to 
the end of what I have to say. J*notteed: that-arter 7 
came up here, in answer to a question by the Commission, 
you spoke of the necessity for borrowing in 1949 for 
additions and betterments on the assumption that the 
Surplus of $13,698,000 shown by Exhibit 246 had been 
earned, and I think you said that you would have had 
to borrow $5 million for additions and betterments if 
that surplus had been in fact earned. 

Q. I think that was my answer this morning, yes. 
THE CHAIRMAN: pardon me. Does that mean 
that eighteen million ana something were required. 

MR. EVANS: I think Mr. Cooper told some 
member of the Commission or you, sir, that $18 million 
was required in 1949 for additions and betterments, and 
that a surplus of $13,698,000 shown by Exhibit 246 
would have been short by $5 million, and that that 
difference would have had to be borrowed. 

Q. Now, I am going to Suggest to you -- and I 
think I am right on this, Mr. Cooper -- that that per- 


haps is not quite SO, having in mind the treatment 
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of deferred maintenance, because that $8 million which 
has been used to reduce the surplus in your exhibit was 
available from the maintenance fund Which is a fund in 
the true sense of the Word, wasn't it? 

A. Yes, but we do not mix up our operating accounts 
with our capital requirements, Mr. Evans. 

Q. I am speaking now of the funds. You probably 
would not have had to borrow from the Government the 
$5 million in that case, would you 

Ay The $8 million might just as well have gone to 
pay other accounts than maintenance of way. It helped 
to reduce our total Operating expense requirements. It 
had no relation whatever to requirements on capital 
account. They are kept separate for us. That is, they 
are accounted for separately by us, and they are financed 
Separately by us. 

Q. I just want to get this Straight, that you did 
draw down from the maintenance fund $8 million? 

A. That is correct. 

Q. Now, I assume that those funds were represented 
by cash 

fae They were invested for the time being, but as 
required they were converted into cash and used for 
the payment of our Operating expenses. 

Q. So that, having reduced your operating expemses 
by $8 million, the surplus earnings from operations 
would have been increased by that $8 million in any 
case, so far as your cash in hand was concerned? 

A. Well, of course, when we speak of the $13 
million, Mr. Evans, you will remember that it took 
credit for a lot of money that we never received. It 
was on the assumption that certain freight rate increases 


had been in effect for a full year. Actually we got 
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8% from October ll, 1949, we got Something in the order 
of $3 million, whereas there is credit in statement 246 
for something like $35 million, so that there is over 
$30 million in the $13 million which as far as cash is 
concerned we never received. 

Q. xee, but T think you put it yourself on the 
basis that all these conditions had existed in 1949 and 
that you had emerged from the year with that Surplus. 
Now, I am Suggesting to you that if you had emerged from 
the year with that Surplus that you speak of, the effect 
of that $8 million would have been that at least so far 
as your cash from operations was concerned, it would have 


been $21 million odd and not $13 million? 


A. Well, I do not know that I would even agree 
with that. We have spoken of our operating requirements 
and our requirements for additions and betterments. tl 


did not mention our requirements for new equipment, and I 
did not mention our requirements for the redemption of 
debt, and it would be Just as proper for me to Say that 
the $8 million would be used for requirements other than 
the two we have been discussing. 

Q. Well, of course, the trouble arises from the 
Way I thought your question had been answered to the 
Commission. You made all these assumptions, that all 
this surplus of $13,698,000 would have been applied to 
additions and betterments, and you would have had to 
borrow the difference. Now, I am just Suggesting to 
you that, making the same assumptions, the true surplus 
available from Operations, in view of the operation of 
this fund, would have been increased by $8 million 


and that there would not have been any borrowing? 
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A. Well, Piteds.a very hypothetical situation 
that you are developing. I do not think I could give 
you an agreement on that, Mr. Evans, much as I would 
btkenGordo.2t. 

QO, Then perhaps it does not matter very much. 

A. May I interject that, after all, what I am 
trying to do is make some approximate comparison as 
between the figures which Mr. Northey Jones and Mr. 
Norman produced as to the relative positions of the two 
railways, and they were so far apart in my opinion that 
I have prepared these two statements. My opinion is 
that by and large the Canadian National Railways would 
always be in the order of about $20 million less in net 
income than the Canadian Pacific after the President's 
proposals had been put into effect, whereas there was an 
implication left, it seemed to me, in the evidence given 
by these two gentlemen that the reverse would be the 
Situation, and I am trying to make that clear. It would 
not be the Situation; the Canadian National will never 
earn aS much as the Canadian Pacific, in my jopinion. 

Q. in Order not to have any misunderstanding between 
us, in order to get the result you show, you have to 
assume that the C:nadian Pacific has no dividend require- 
ments and, moreover, that you will be paying income tax? 

A. No, that is not correct. You are assuming or 
Mr, Hosen is assuming, that your dividends are a fixed 
charge. That is where I differ from him. 

Q. There is no difference, Mr. Cooper, in 
result of dividends and a fixed charge, if you have 
carnings to pay dividends and as a practical matter 
is there? It is a requirement in rate making. 

A. Well, I was not discussing rate making. I am 


trying to compare the Surplus of the two railways after 
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the payment of fixed charges and taxes. 
Q. And you are not assuming any requirement in the 
event of a surplus of that size, to pay any dividend 


by the Canadian Feciria? 


te Not as a charge prior to the determination of 
Surplus. 
Q. Well, I think we understand one another. 


MR. O'DONNELL: The first figure on Exhibit 
e77, requirements, $47,576,000, does include the 
dividend requirement. 

THE WITNESS: If [I may, after my last answer, 
I would like to reaq what Mr. Norman said. 

MR. EVANS: 9. at what page, Mr. Cooper? 

A, It is the last paragraph of his statement. 

THE CHAIRMAN: Q. On what page? 

A. On page 20 of his Statement, sir. 6 i i | 
paragraph 5: 

"That a portion of Surplus earnings, after 

payment of interest, fixed and contingent, 
Should be retained to provide funds for 
improvements and betterments and the balance 
paid to the Government 48 a return on its 
equity capital." 
Now, if that means anything at all it means that a 
return on equity capital is to be paid out of surplus 
earnings, and when he Says that his surplus earnings 
are after fixed charges in his statement, I think he is 
contradicting the Evidence that he gave. 

Q. Well, I think we understand where the dif- 
ference arises, and it is reconciled when we talk in 
terms of dividends as a requirement of the Canadian 
Pacific but not as a requirement of the Canadian National. 


Am I right in that? 
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A. Would you mind repeating that? 

MR. EVANS: Perhpas the reporter will be good 
enough to read it. 

THE REPORTER: "Well, I think we we under- 

Stand where the difference arises, and it is 
reconciled when we talk in terms of dividends 
as a requirement of the Canadian Pacliig but 
not as a requirement of the Canadian National. 
Am I right in that?" 

THE WITNESS: Yes, if you are Speaking of 
requirements, but these Statements are not Speaking 
of requirements, theyare Speaking of Surplus earnings. 

MR. EVANS: @. Then I have just one further 
question. Taking you to Exhibit 276, and assuming 
the net surplus figures you have in those two columns 
$14,729,000 ana $36,863,000, I would like you to 
check me on this, that that amount of surplus after 
fixed charges and taxes would comprise in column one 
2.5% return on net investment in the Canadian National, 
and in column 2, 4% return on net investment in the 
Canadian National? 

A. Net investment being what? 

Q. After depreciation is deducted. 

A. TI see. 

Q. Would you check that forme. ‘ard? Let 
am wrong will you correct that on the record? 
Will you do that for me? 

ied will) Go? that. 

MR. O'DONNELL: That is on the entire amount 
of the - - 

MR. EVANS: Netinvestment in the Canadian 


National. 
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MR. O'DONNELL: Without any adjustments 
for the nationally operated lines? 
MR. EVANS: No. [I just wanted to get the 


figure, what the return was. Thank you. 


RE-EXAMINATION BY MR, O'DONNELL; - 
aN OE MR, O'DONNELL; - 


9. Just one question, Mr. Cooper. I think it 
is clear already on the record, but, so that it might 
be quite clear, when you spoke of income tax in Ceply 
to Dr. Angus' question concerning the C.P.R., you 
were speaking of income tax insofar as it applied 
strictly to railway operatioss? 

A. Yes, sir. 

Q. Not the corporate income tax? 


Ae) That: te so. 


Q. Thank you,, Mr. Cooper. 


EXAMINATION BY MR. COVERT: - 
eee OE in. COVERT: - 


Q. I just wanted to see if I could have put on 
the record in a Simple form, Mr. Cooper, and in one 

place, the differences as I See them, the differences 
between your statements and those of Mr. Norman. 

MR. FRAWLEY: Mr. Covert, I told you a moment 
ago I had no questions to ask, and I have none. I just 
thought I would like to make this brief statement. 

Mr. Cooper in his evidence this morning referred to 
Something I said as to the difference between the Canadian 
National technique in the draw-downs of deferred main- 
tenance, and what I said about the Canadian Pacific 


method, and I want to do no more than to say that that 


Passage in the evidence can be found at page 19060 of the 
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Transcript, being Volume 103. 
MR. COVERT: 9. If you will take your Exhibit 

ef? and at the same time if you have Volume 113 turn 
to page 20637, what I wanted to do was to say, on 
Exhibit 277 you show the estimated surplus for the 
Canadian Pacifie to be $34,840,000? 

A. Yes. 

Q. Then on Mr. Norman's he has a surplus of $14,217,7229 


Yes. 


© > 


So the difference is roughly, $20,623,000? 

A. That is correct. 

Q. Then if you take FOUL 2xNIOd bo OT Fira. dealing now 
with the Canadian National -- you show estimated surplus 
of $13,564,000, and Mr. Norman shows on page 20638, 
$28 , 867,000? 

Add Yess 

Q. And the difference is $15,303,000? 

A. Yes. 

2. Now, if you add those together you get 
$35,926,000? 

A. Yes, 

9. Now, the differences arise, as I understand La. 
from this: first, dividends of $20623,000 on the 
Canadian Pacific; income tax, which you have shown 
on your Exhibit 277, of $7,303,000 and the question 
of deferred maintenance of $8 million. Those three 
figures also add to $35,926,000? 

A. That is correct, Mr. Covert. 

Q. As I say, those are the differences in one 
Place? Now, I suppose you ean put some of these things 


very simply, Mr. Cooper. For example, this $7,303,000 
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income tax is a figure that just is not paid by the 
Canadian National, because they do not pay income tax? 

Awe Wellyeistr this whole Statement was built on 
the assumption that our proposals had been approved and 
put into effect, and through my evidence I made this 
Statement, that the Canadian National would consent 
to be subject to income taxes, so that if we are to 
assume that we get certain relicf under the proposals, 
and there are also some items in reverse, it seems to 
me that we must take both the good and the bad, if we 
are to make a realistic Statement of the result which 
would cmerge. 

THE CHAIRMAN: I want to understand that. 

MR. COVERT: So do LC, Mr. Chairman. 

THE CHAIRMAN: Q. Does that mean simply that 
you would add a willingness to pay income tax to Mr. 
Gordon's statement? 

Re Yes}. giv: 

Q. He says, "Give us this, give us that." Now, 
would you add there, "If so, we will consent to pay 
income tax"? 

A. Yes, sir. 

Q. Without any other consideration? Is it not so 
that you brought in Something about comparability 
with the Canadian Pacific? 

A. Sir, the President's proposals were designed 
to bring about comparability in a very large measure. 
Q. All right, then. | 


Vv 


MR. COVERT: Q. Then is it to be taken 


that the proposal also includes a proposal that the 


Canadian National pay income tax? 
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A. That is already on the record. 

Q. Perhaps it is, Mr. Cooper, but can that not 
be answered yes or no? 

A. Yes. 

Q. It means that in addition to the proposals 
submitted by Mr. Gordon, there is now also a proposal 
that the Canadian National pay income tax? | 

A. There is a statement to the effect that we 
would consent to pay income tax, yes. 

Q. Well, I think that there may be a difference 
between consenting to pay and this being a pare of 
the proposal, and that is what I want to find out. 

MR. O'DONNELL: We °‘ merely point out what 
the situation would be if income taxes were paid, and 
the purpose of Exhibits 277 and 276 is to illustrate 
what the position would be if the tax be taken into 
consideration in the computation. 

MR. COVERT: That is not what I am interested 
am at all. 

THE CHAIRMAN: For the moment, that is not 


the question. 


(Page 20930 follows) 
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MR. COVERT: No, it is a Simple question. The 
answer can be yes or no.Itis it a proposal or is it not 
a proposal? 

MR. O'DONNELL: Income tax only comes into 
play if we make any money. That is the position. For 
the purpose of trying to compare the situations, even 

afterthe adjustment which has been called for, 
Exhibit 277 shows that if you take the income tax into 
account, we have $13,564,000 against the C.P.R.'s 
$34,840,000. If you do not take it into account, we 
have $20,867,00 against the C.P.R.'s $34,840,000. 

THE CHAIRMAN: I am afraid we are not making 
the situation any clearer. The point, as I have it in 
my mind as to what Mr. Covert is trying to bring out, is 
whether Mr. Gordon's statement can be taken as including 
an expression of willingness to pay income tax if his 
project is accepted by this commission. 

| MR. O'DONNELL: Holus bolus. 

THE CHAIRMAN: I beg your pardon? 

MR. O'DONNELL: Holus bolus: in toto. 

THE CHAIRMAN: I am melee. cuene He says, 
"Give us this, give us that and give us the other thing". 

MR. O'DONNELL: I CERES wee your lordship 
puts the question, the answer would probably be yes. 

THE CHAIRMAN: Yes. Then would not your 
$9 million just about pay the income tax, apparently? 

MR. O'DONNELL: That would depend , I suggest, 
On the earnings in any given year. 

THE CHAIRMAN: I mear, on tee figures we have 


so far. 


MR. O'DONNELL: On the figures shown in Exhibit 277 
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it would be $7,300,000. It all depends on what the 
earnings happen to be. 

THE CHAIRMAN: All right; go on, Mr. Covert. 

MR. COVERT: With respect, Mr. Chairman, I 
do not think my question has yet been answered. 

THE CHAIRMAN: Put your question, then. 

Poe oo vena. O. Ny question is this. is: to 


the proposal of the Canadian National as submitted by 


proposed 
Mr. Gordon and as amended by the withdrawal of No. 4, 
does it 
I think 1t 1s, include -- can it be now taken to include 


a proposal that the Canadian Nation2zl pay income tax? 


MR. O'DONNELL: My lord, with respect,may I say 
to my tha 


ao 
ysriend, of ao not know what more can be asked for than 


what is on the record in Volume 100 --- 
MR, COVERT: Yes or no is all I asked.for. 
MR. O'DONNELL: At page 18757. There Mr. 
Cooper says this:- 
"I think that it would be possible here, 
but when you come to the taxation question, 
a2 eny guests ..cation’ for a difference in 
method as between the Canadian Pacific and 
the Canadian National is thought to rest on 
the fact that the Canadian Pacific pays 
taxes and the Canadian National do not; then 
I wish to say to the Commission that as faras 
we are concerned we are willing to be made 
subject to income taxes too." 
moa. 26 Very cicear. Then he goes onr- 
"If you adjust our capital structure, 
put us on a parity with the Canadian Pacific 
in respect of those matters, we are satisfied 


to be put on a parity with them with respect 
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to matters such as income taxes. But,we do 
Oobjecte , we have always objected to, or we 
have always resisted the criticism directed 
against us because we did not pay tax, when 
we had the burdens on us that we have been 
talking about." 
I do not know how much more clearly it could be put. 
MR. COVERT: I am Suggesting, Mr. Chairman, 
that it can be answered yes or no. That is my submission. 
MR. O'DONNELL: He has already answered the 


question three times. 


MR. COVERT: Because I think it makes a great 
deal of difference. 

THE CHAIRMAN: You want to know whether the 
language used by the Canadian National in this respect 
can be called the - proposal? 

MR. COVERT: That is right, 

THE CHAIRMAN: Or part of the proposal? 

MR. COVERT: That is right. 

MR. EVANS: I obtained a flat answer to my 
question on that same point. I got "no" to that question, 

It is really the same thing. My question was whether 
it was proposed to make it a condition of the proposal 
that they pay income tax, and his answer to that was 
PaO” 

THE WITNESS: I thought you asked me in effect 
if we would give a sort of written guarantee, and I 
Sead no”. 

MR. EVANS: I thought my question was quite 


Clear? 


MR. COVERT: There seems to be a difference, and 
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I think it may make a great deal of difference, because 
I would want to pursue the Subject of whether there is 
any point, my lord, in the Canadian National paying 
income tax, paying it out of one pocket and putting it 
in the other, 

THE CHAIRMAN: The owner of the railway being 
the Government of Canada? 

MR. COVERT: That is right. 

THE CHAIRAAN: Whether it is worth while te 
go through that procedure? 

MR. COVERT: That is right. Another thing 
ne this. Ws ‘there any point in their paying 
income tax if the $300 million proposal is accepted; 
where they draw $9 million a year from it, as is 
proposed, that may in effect annul it. 

THE CHAIRMAN: Do you wish us to recommend 
that you pay income taxes, Mr. O'Donnell? 

MR. O'DONNELL: No, my lord,. I think 
possibly we are at cross-purposes. We are not telling 
the Commission what to recommend at all. 

THE CHAIRMAN: Oh, yes, you are. 

MR. O'DONNELL: The plan is there and we 
are asking for a recommendation in terms of the plan. 


THE CHAIRMAN: Pardon me, you are asking us 


to recommend the project that Mr.Gordon put forward in his 


Statement. 
MR. O'DONNELL: Yes. 


THE CHAIRMAN: You are aSking us to recommend 
that ? 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: Along with that, are you 
asking us to recommend that you be put in the position 


that you have to pay income tax? 
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MR. O'DONNELL: We have not asked for that. 
THE CHAIRMAN: Are you asking that we do it 
now? 
MR. O'DONNELL: No. I am not asking for that. 
All we are saying is that if it suggested that there is 
a difference between us, and that the difference in method 
is not favourable, then if the Commission thinks that 
Should be don«., that is w to the Commission. Our plan 
has no reference to income tax in it, and it was submitted 
to the Commission in the terms in which it stands at 
this time. 
THE CHAIRMAN: You have no desire to amend it? 
MR. O'DONNELL: No, I do not think we would 
amend it. But Mr. Cooper did say when he was asked a 
question -- and I think the question all goes back to 
Dr. Angus asking a question along that line --~ and said 
very clearly that if we get the adjustments we ask for, 
that as far as he was concerned they could be made 
Subject to income tax. His exact words were as follows:- 
"Then I wish to say to the Commission 
that as far as we’ are concerned we are willing 
to be made subject to income taxes to.’ 
But it was not any part of the proposal. I think maybe 
we are just at cross-purposes in that respect. 
MR. COVERT: Then it is not part of the proposal? 
MR. O'DONNELL: No, it is not. That is right. 
MR. COVERT: That is all I asked. 
MR. O'DONNELL: Maybe I did not understand 
your question. 
MR. COVERT: Q. Since it is not part of 
your proposal, as I Se cae you do ntnot pay income 


tax, we can say that when you suggest that they were 


thd? tot uaitec fou me TL .0n  SEEMMMODIO . 
6t Sead? dont beteounna $2 32 Gefft Bf Sees os, OW EEA 
Kavten ot gomors'yieb 6dd Jang: BAS 7Sur he eid aonetoT8 ED, 5) 
tot cin int ables imnie) end Tio tans atdeaworet v 0H ak \ 
seia sae? .ctofeatemod odd of gh ebolnae .2ae ad bivorte g 
‘Winigs aew ¢f bat ,Jk at Res omoont ov vonetetes od anit o 
3s sbneie Ii eorew ne seat Sit AL neytatendod add Cog 
» nts a 
ii } 
esr Gaoms oF Silech om sven vor SHAMRLAHO Get ate Mf 
isn ow Matte ton ob I .o <GURRROUIIO . aM iv 
Ss Do) Bow on cade ae bib xeqo00 «xm Jae waht Saoms i 
eo? soed asom Ein nakdeeunm ait setey 2 ogee no teesup 7. 
Hes ban ~~ ooll Seis saole Golieevo es erie assy. «20 : 
<tOt Mas ow sinesient ait tom ow DT) tens yoaesio yy Se 
bom ad. Biss yertt henson Bee oo ee tel ee teat | 
“SgvoOLLol gf o4aw abtow gseaxe Sh x7 anoaret oo seatdua 
notesinmed adit of see of dete 2 aaa ae tall 
1 
sg oe ay DOORS SOO SE om Be: RS tee aie 
q pa ve 
.OF pomet SHeont od dostes) Spam ot oF 
Gynt And TF .4heagotq aad dor dseq wae JOM esw se 40 
a SIGaoe tang mi aseootuq-seotio ts aart ig 
Pirgeaguc erii drsq fon ai.gt not?  <vTHSVOO ae 
: > 
git ek gent .womvel Fh .o8 shaw’ s aM bs : } 
: ‘ 


bates 


AROS AT og doit ob Sk eG bag et 


St2W 


2 SMO O 
TMAMALAMO BHT 


sok bodes don avant oY 


ow Fat sahileas soy OTA 


bolas P-Ikeet tan? sami 


Sbav Jom BED TL. odwew AISA 


Yo dang Joa-ab Fi anh if ineabnpecds ms 


> om 


“as PS phh tas 


7 


~—20935 = Mr. Cooper 


$35,926,000 apart, 
you can deduct $7,303,000 and that reconciles the state- 


ments to the extent that they are only $28,623,000 apart? 
A. No, I do not agree with you. 
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Mr ,.Cooper, 

Q. I see, You say, I take it, that you cannot 

reconcile the statements in that manner and that Mr, 
Norman should have realized that you. were going to put 
in a statement that would show the Canadian National as 
paying $7,303,000 income tax? 

A. Yes, I saw some evidence in Mr. Normants 
Statement that he had read the evidence, and I assumed 
he read what I said on income tax, 

Q. You mean that, by reading that evidence, it 
should be considered that the Canadian National proposes 
to pay income taxes? 

A. If I had been reading it as an accountant, I 
certainly would save taken notice of that statement, 

Q. Then may I ask you this question. I suppose you 
recognize that there is a difference between the two 
roads in the fact that the C.P.R. does pay dividends 


and the Canadian National does not? 


A. Yes, That arises primarily from the more favour- 


able earning position of the Canadian Pacific Railway. 
Apart from the war years, this question of income tax 
has never been raised, 

Q. No. 

4. The Canadian National never had income that was 
Capable of being subject to tax. In the war years, when 
we did have $112,000,000 of profits, we gave it to the 
severnment in its entirety, 

Q@. What I had in mind, Mr,Cooper, was simply this : 
When two reputable accountants present statements to 
the Commission to show what the situation is and when 
they are $35,000,000 apart, that seemed to me to be 
not only a long way apart, but te be a serious matter, 

A. I think it is, 

Q. I thought there might be some possibility of 
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reconciliation, that one might say that he had considered 
the payment of income tax by the C.N.R. and the other did 
not, and that is easily reconcilable now; that one includes 
dividends of $21,000,000, and that the real difference be- 
tween you is $8,000,000 in the treatment of deferred 
maintenance, But you say that you cannot get that close 
together? 

A. No, When a statement is prepared by Mr.Norman 
Showing what is our estimated surplus, and when he says 
that it is $28,000,000 and my computation says no, it 
is $13,000,000; then when he Says that the Canadian Pa- 


cific figure is $14,000,000 ana my computation says no, 
it is $34,000,000; then surely I am in duty bound - - 
called upon to point these things out. 
Q. If the two statements cannot be reconciled at all 
in a proper manner, there is obviously Something wrong 
with one statment or the Other. Would you not say that? 

A. I think there is Something wrong with one of the 
Statements, 

Q. And there would be no Question as to whose you 
would suggest would be wrong? 

Re NO; Sin: 

Q. I think that is all I have to ask you. 

THE CHAIRMAN: We shall have to adjourn anyhow 
at a quarter to one, on account of stenographic requirements. 
It is nearly that now. Who is the next witness, or has 
anybody any more questions for Mr. Cooper? 

MR. O'DONNELL: Is Mr. Cooper through? 
MR. COVERT: Yes, Are there any more questions that 
anyone wishes to aslh.? Apparently not. 

Then the next thing, Mr.Chairman, is the C.N.R.- 
U.F.R. 

MR. O'DONNELL: I have one little matter here 
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to take up. 

MR. EVANS: That would not be with Mr.Cooper? 

MR. O'DONNELL: No. I do not think I could finish 
in three minutes, though, 

THE CHAIRMAN: Have you another witness? 

MR. O'DONNELL: No, 

THE CHAIRMAN: You have Something you 
want to discuss? 

MR. O'DONNELL: Just a little Statement. 

THE CHAIRMAN: Very well. We will begin again 


at a quarter to three, 


At 12.45 P.M. the Commission adjourned to 
meet againat 2.45 P.M. this day. 
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Ottawa, Ontario, 


Thursday, April 27, 1950 
AFTERNOON SESSION 


MR. EVANS: I felt it my duty, my lord, to draw 
to the attention of the Commission an article appearing in 
the Toronto Daily Star, financial edition, of yesterday, 
April 26. The article appears on page 20, which is the 
financial page, Snr is under the name of Beland Honderich, 
Financial Editor. the article is headed: 


"U.S. BOND SALESMAN TRIES TO TELL 
CANADA HOW TO OPERATE C.N. RR. " 


And the article opens with this statement: 
"A New York bond Salesman, whose knowledge 
of railways probably is limited to Selling rail- 
way bonds, journeyed to Ottawa this week to tell 
Canadians how to run the puboicly-owned Canadian 
National Railways system." 
I am not going to read the whole arciole: T have siete 
copy with Mr. Belcourt; I do, however, draw particular 
attention to this paragraph near the end of the article: 
"Mr. Jones, a partner in Morgan Stanley 
and Co., may be an expert investment banker or 
bond salesman. But his knowledge of Cenadian 
railway affairs -- or politics -- hardly stamps 
him as an expert witness. * 
Now, I want to say to the Commission that I consider that a 
most unfair and improper comment upon the proceedings 
before your Commission, and I am sure that all counsel 
would deprecate that kind of unfair and improper reporting. 
MR. FRAWLEY: All I have to say, my lord, about 
that is that my friend can take considerable comfort, then, 
from an editorial in the Montreal Star of I think only 


yesterday, in which Mr. Jones was spoken of as quite an 
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estimable witness and someone whose words would doubtless 
be received very carefully ana given great consideration 
by this Commission. If that was deprecatory, then the 

Montreal Star was equally laudatory of Mr. Northey Jones. 

MR. EVANS: I am sure that means that my friend 
associates himself with the sentiments. 

MR. FRAWLEY: I do not want you to say that.’ It 
does not mean that at all. 

MR. COVERT: Mr. 0 Donnell, you said you had a 
Statement to make? 

MR. O'DONNELL: Oh, yes. 

THE CHAIRMAN: Are you Suggesting any action, Mr. 
Evans 

MR. EVANS: I thought that was for the Commission 
to say. 

THE CHAIRMAN: I say, are you suggesting anything 
in particular? 

MR. EVANS: No, sir; I am merely drawing it to 
the attention of the Bonniseqen 

THE CHAIRMAN: Now, Mr. O'Donnell, do we come 
now to this new subject matter? 

MR. O'DONNELL: No, my lord. Before that, I 
have a matter that I wanted to draw to the attention of 
the Commission. It relates to an exhibit which was 
filed on February 28, 1950, by Mr. Liddy. 

THE CHAIRMAN: What number is it? 

MR. O'DONNELL: Exhibit 187. It is referred to 
in volume 85 of the transcript at pages 16683 and 16684. 
It deals with the proposed order which was drafted by 
the Interstate Commerce Commission and was forwarded to 
the American Association of Railroads for study and 
consideration. It deals with four or five topics, and 


particularly with the matter of depreciation accounting 
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in connection with road property in its various phases, 
Such as ties, rails, other track material, track laying 
services, and so on. At that time I think Mr. Liddy said 
that, while he had a copy of this -- it had been forwarded 
to his railroad, I assume, aS a member of the Association 
-- he was not able to tell the Commission very much more 
about what had happened to it since it had been received 
by the railroad. 

It occurred to me that it would be of interest 
to the Commission to know what has happened to it in the 
interval, and in the circumstances, inasmuch as it is 
Something that deals with that very technical subject, 
which has been the object of much comment before the 
Commission -- 


THE CHAIRMAN: What is the subject? 


MR. O‘DONNELL: Depreciation accounting, my lord. 


I thought it would be helpful to obtain a copy of the 
Study which was made by the American Association of 
Riilroads, and to have it available for the Commission. 

Further reference was made to that matter in 
the cross-examination of Mr. Liddy by Mr. Frawley on 
the 3rd of March, 1950, as appears in volume 88 at page 
17084, where Mr. Frawley asked what had transpired since 
the e7th of September, 1948, in connection with the 
proposed accounting order, and at that time Mr. Liddy 
had not the information. 

The study in question or, rather,the proposed 
order,was referred to the American !ssociation of Rail- 
roads, and the General Committee of that Association, or, 
rather, the Accounting Division of that Association, which 
deals with finanae accounting, taxation and valuation 
departments of the Association's studies, appointed a 


committee to study this proposed order, and that committee 
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consisted of the following people: Mr. P. Jj. Kendall, 
General Auditor of the Southern Pacific; Mr. W. E. Davis, 
General Auditor of the Atcheson, Topeka and Sante Fe: 

Mr. PP, DD. Jonas, Comptroller, Delaware, Lackawanna and 
Western; Mr. EK. Hart, Comptroller, Pennsylvania Rail- 


Toad; Mr. O. M. Hepler, Comptroller, Chesapeake and Ohio 


Railway; J. T. Mahaney, Vice-President of the Missouri, 
Kansas and Texas Moldrosds Myre PL Re, Martin, Comptroller 
of the Illinois Central System; and Mr. T. H. Seay, 
Comptroller of the Southern Railway System. They were 
appointed a special committee with the instructions of 
this General Committee to Study this proposed accounting 
order. They made a study and reported to the General 
Committee. The study of the special committee is in 
this booklet or pamphlet, which is a collection of 
documents that I shall produce as Exhibit 218 

THE CHAIRMAN: What is Exhibit 278? 

MR. O'DONNELL: Exhibit 278 is a report of 
the Special Committee on Interstate Commerce Commission 
Bureau of Accounts and Cost Finding, Subject - No. 424, 
It is the one that refers to depreciation accounting for 
ties, rail and other track material in lieu of the 
present replacement accounting. That is a study of the 
Special committee of the Association of American Rail- 
roads, Accounting Division, which I have referred to 
earlier. 

EXHIBIT NO. 278: Report of Special Committee 
on Interstate Commerce Com- 
mission Bureau of Accounts 
and Cost Finding. Subject - 
No. 4o4, 

MR. O DONNELL: The report of the Special 
committee to the General Committee concerning this par- 


ticular subject of depreciation accounting, the 
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pertinent part reads as follows, on the first page of 
the report: 
"TO THE GENERAL COMMITTEE ; 

"Your Special Committee appointed to study and 
report on Subjects Nos. 423 to 426, incl. submits 
the following report. Individual reports covering 
the details of each of the four subjects are 
attachej hereto and made a part of this report." 

"2. SUBJECT NO. 424 - PROPOSED ACCOUNTING 

ORDER TO SUBSTITUTE A REQUIREMENT FOR 
DEPRECIATION ACCOUNTING FOR TIES 5 ALL 
AND OTHER TRACK MATERIAL IN LIEU OF THE 
PRESENT REPLACEMENT ACCOUNTING. 

"The attached detailed report covering 
Subject No. 424 develops the harmful results 
that would ensue if this proposal were to be 
issued in the form of an order of the Commission. 

"The report also brings out that it is 
particularly unwise to suggest such an important 
change in the carriers! accounting when the whole 
subject of depreciation, as affecting accounting 
and income tax procedures, is receiving wide 
Spread attention from industries Beneraily, as 
well as economists, public accountants, financial 
writers, etc." 

I deal only with this subject 424, although 

the other three items are in this report as well. 

The recommendations of the Special committee 
are on page 2 of this report, and read as follows, 
under the heading "Recommendations": 

"Your committee recommends that the 

General Committee €O on record as opposing the 
adoption of all of the proposed accounting orders 
Submitted in this group of four related subjects, 


and that request be made on the Bureau of 
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Acceunts and Cost Finding for the withdrawal 
of the four subjects." 

Then with respect to this particular hon, 
I quote in part further on the same page: 

"We also recommend that the General 

Committee offer to cooperate with the Bureau 

of Accounts and Cost Pinglog oon. ovand that At 
also extend an offer of cooperation toward con- 
Sideration of any sound changes in depreciation 
accounting which may be found desirable as a 
result of the extensive studies being made of 
the general subject, instead of disturbing the 
accounting for replacement of elements of track 
Structure as proposed in Subject 424," 

Now, that is the report of the special 
committee, and attached to it are the detailed studies 
upon which this recommendation, summarized recommenda- 
tion, was made, 

The report itself deals with the history of 
this proposal No. 42h, It deals with the accounting 
for road equipment, replacement versus depreciation 
accounting, the effect on investment account and the 
effect on income account, the tax effect, and then 
discusses a number of practical problems, and ends with 
comments regarding this tentative report and the studies 
made by the Bureau of Accounts and Cost Finding in 
cooperation with the Bureau of Valuation, those being 
the I.C.C. bureaus. 

On page 29 of the detailed report there is 
one paragraph here which I think is of interest. 

"The proposal indicates that depreciation 

charges might be based either on the straight line 


method or on some basis made to correspond with 
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units of use rather than time. In the studies 
made by the Bureau of Valuation depreciation is 
computed by both the Straight line and use 
methods. (See Tables 14 and 19, pages 7 and 8, 
Appendix 2). It is not the intent of this 
report to delve into the relative Neri te oF. 
demerits of alternative Systems of depreciation. 
Suffice it to say, however, that the carriers 
cannot consider with any degree of realism the 
basis of any proposal except depreciation on 
the straight line method, lacking, as they do, 
any aSsurance that a use basis could be developed 
which would be acceptable for all accounting and 
tax purposes. ! 

Then at page 33 follow the conclusions; they 

are relatively short: 

‘ CONC LUSIONS 

"We recommend that the General Committee 
Oppose the adoption of the proposed accounting 
order for the reasons hereinbefore stated which 
are summarized below: 

(1) Present replacement accounting provides 
a more nearly accurate and realistic statement 
of the investment and income accounts because it 


adheres closely to the variations in the price 


cycle. We have lived with replacement accounting 

for thirty-five years and there has not been a 

Showing of compelling reasons for changing to the 
write-out and write-in and depreciation method.. 

There has been no Showing that the present metinod of | 
accounting is so bad or the proposed method so ggood as 
to warrant the drastic steps required to make the 


| 
| 
change. 


7 


a 
ons r 
ve 


of te agit Sate ay CR 50 agit 


is 
4s toetaeb Poigrei Y 46 pawns edt ye abhi 


sdnvaecth one dood ve lalate sh! 
a nde - seneg .OF bas &f nefdet: S08) abode” 
; wedded Yo tose, off ton £2 at {8 yk brigaga, 


- ae 
“ +. a Ley 
Pep ert sen eteieox sith oint avieb 2 SIOGIS ) Sale 
ze 7 . * ; <i 
- bs > gh S Ae) cotta Srp e Fer eh PR % fe. wit haa’ Senin ae 7 ie 
ee Piacoa Thy) Beet TE J PRT SA ee: 


ae agit Sodty oreec wort ores oF Fu go) PIU al 


So at Pee. FS apek pee Sniw tebi anos PeMrae 


oo “< 4 il, aa van + pure Tb op aaa ia of nee 4 
hiswiennowests Gal Meee ELM See +o: er PE RE 


ae: 
: 5 ds ann 
: TO: “et. APEP Ie aOR + hioow ee E 
' ig os’ ve as oo a p,! 
, SOROPRE kes 
fF 
wits x vee » ore 4 bd a 7: ais x a 
eeloente: PL UES Cio TOL esas Tee a bee Dh r ee Choy it Fis: berret 8 j 
‘ La a el ~ : aT 7 Mw >) . 2 a wy » ES « > 
at 
Pe mo gt ett of. ees oFLip 2b ei 
“grade wborieteien saa 
; bal 
Yet ; aN i ia lat 
VOTE UENO ‘ ; 
; 
. > . Sb 
yn ; an Werietink aie . 
ipimmecy Tegatse sail Senly DESIOIS oe 
, cies we , $a < ates ay > 
epee Fre; ypeee ? (iPS Owe Any SB OC 
4 w = . fi 
‘ , . Phe Lie at od ay * L u 
jie tacbtee: Eye Gee-Pre cle pc hero cay | cerpraen a eae? eG ‘Toho 
: s oe ma ~ 7 , 
sober Los lemme ems = 
! 
’ re aor ae = ty fe,) j mi CT 
a = SS fy vi wit= eet: 2d gah ti * eS 7 
TV Vie lia teste Mia Graken oh en - 
‘ 2: ite a aa! 
Rroamrsteun plese bees bat ssieeiges Vite: Wr ene re 
> 
- iadar in a yy * iy A 4 . ’ sl 
: Wh apuomadg goniuaroe eMieogy. crit eI ECVE Sig. “Ley 


7 dunn oft ot GIGhtH late agit ot ylosede Berteiie 


iPro. tisdale ee Pov ih sv ser, * 
‘arabe: grads ine ApS Ive ye Pe a 
fT of worrecdh> Tok anmanor: aatiloores to pe 


wOOtset: Hotterasesen: see cpicoetiiuw: bar Lal Peis ; 


B hagiiog Jheaera seh Pirie ge cwene on Gye: witht 


MiB aks) boddtem'} Neoeete, Ot, 80 hed oe Bf Be ey 


' 

= ge 
{ 

a Sae 


ate! Sey CT’ it ci appt: iD eONE oat) we fal aw 
_ ' 0 f 7) ; 


i 


- 20946 - 


"(2) The effect of this proposal would be 
to lodge in the investment account very large 
expenditures which are now and for thirty-five 
years have been regarded as for repairs of the 
track structure without any improvement of 
the property or any extension of its Service fre. 

(3) Accounting under the proposed order 
would result in the creation of substantial 
amounts of artificial income. Moreover, income 
of the railroads would be inflated during periods 
of prosperity and depressed during periods of 
adversity. In both cases the results would be 
harmful to the railroads. 

(4) The effect upon Federal and State income 
taxes cannot be accurately forecast. In any event 
it appears probable that the railroads would either 
have to pay additional taxes on the artificial 
income created or assume a considerable expense 
to restate their accounts to conform to tax 
requirements. 

(5) The method of accounting as stated in 
the proposed order iS deficient in several important 
respectS and would not accomplish the purposes for 
which it is designed. 

(6) The added burden of expense which this 
proposal would impose upon the railroads would be 
Substantial and lasting. The additional expense 
which would have to be incurred for accounting and 
valuation reporting in connection with the great 
mass of detail items in the three track accounts 
would occur at a time when the railroads are 


being urged to reduce their expenses. 
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(7) For the most part tracks have reached 
the age where replacements of the parts are 
fairly uniform and thus have arrested the diminution 
of service value which ordinarily occurs in the 
early years of the life of the track structure. 
Having reached this point under the replacement 
method of accounting, a change to write-out and 
write-in and depreciation accounting would serve 
no purpose ecother than to spread the cost of 
replacements uniformly by years. 

(8) That such changes in depreciation 
procedures as may appear to be advisable anda 
beneficial from the Standpoint of the railroad 
industry should be progressed through the proper 
Committee after full study of all modern trends 
in depreciation practices ," 

Now, that is in summarized form the report of 
the special committee. That report was submitted to 
and discussed at a meeting of the General Committee which 
was held in Washington on April 5 and 6, and I am in- 
Structed that it was unanimously approved, representatives 
both of the Canadian National Railways and of the 
Canadian Pacific Railway being present at the meeting. 

MR. MacPHERSON: Is that April 5 and 6, 1949? 

MR. O DONNELL: 1950. 

MR. EVANS: I think perhaps I might say this 
for the record, that when Mr. Liddy referred to that 
report he was not advocating the adoption of deprecia- 
tion of track structures. What he savaonde he gave 
it as an indication that the Interstate Commerce 
Commission had turned their mind more to the user basis 
than had apparently been done in the past. He did 


not support, nor do we now Support, the adoption of 
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depreciation accounting for track structure. 

MR. FRAWLEY: My lord, I would like to say a 
word about an exhibit I would like to file. I noticed 
in reading Hansard -- 


THE CHAIRMAN: Is this on a different subject? 


MR. FRAWLEY: Oh, yes, my lord. Reading Hansard 


of the 14th of March, or perhaps the day after, I notice 
that the Minister of Transport had made a return in the 
House to one of the New Brunswick members for the purpose 
of answering the following questions. 

THE CHAIRMAN: Hansard of what date? 

MR. FRAWLEY: Of the l4th of March of this year, 
r= he The Minister of Transport filed a return to answer 
these questions asked by Mr. Hatfield, one of the New 
Brunswick members. The questions were; 

"1. What are the names ana age of each of 

the Transport Commissioners? 

2. When was each appointed? 

3. What was their business or profession 
before appointment to the Board of Transport 
Commissioners? 

4. How many freight rate experts are employed 
by the Board of Transport Commissioners? 

5. What are their names and what was their 
former employment?" . 

Seeing that in Hansard, I thought that a copy of that 
return might well be incorporated into the record of the 
Commission, but it was not readily available. However, 
I applied to the Deputy Minister of Transport, and, due 
to his courtesy I have now been Supplied with a copy of 
that return. 

Then I applied to the Deputy Minister of 


Transport, because I saw in the return that nothing was 
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mentioned with respect to the Bureau of Transport 
Economics, which I knew to be an adjunct of the Board, 
so I asked the Deputy Minister if he would be good 
enough to prepare a memorandum so.newhat Similar in 
form to the return which would cover the Board of 
Transportation Economics, and then the whole matter 
would be complete -- the Board of Transport Commissioners 
its experts, and the Bureau of Transportation Economics. 
I may say that the Deputy Minister of Transport was 
courteous enough to send me the information with respect 
to the Bureau, and that only arrived today. 
I now propose to file as Exhibit 279, an 
exhibit in three parts, the first of which will 
be the return filed by the Minister of Transport in 
the House of Commons on the l4th of March, 1950, which 
consists of three sheets; secondly, a memorandum 
consisting of three sheets which are the divisional 
duties of the Bureau of Transportation Economics; 
and, finally, one large sheet which sets out the per- 
Sonnel of the Bureau of Transportation Economics, their 
university or other training, the degree received, the 
Specialization in the Bureau, and the previous employ- 
ment. 
EXHIBIT NO. 279: Information as to per- 
sonnel, duties, etc., of 
Board of Transport Com- 
missioners, Bureau of 
Transportation Economics. 
COMMISSIONER INNIS: You have not extra copies 
of those? 
MR. FRAWLEY: Dr. Innis, I am going to leave 
this with Mr. Belcourt for the time being, and then I 
would like to have it back so that I can have it 
mimeographed. I would not have done it this way 


except that we are reaching the end of the proceedings, 
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and I wanted to get it filed. 

MR. SMITH: Mr. Chairman, I was asked by Mr, 
Matheson of the Maritime Transportation Commission if T 
would apply for leave to file Some additional exhibits. 
The exhibits to which I have reference, my lord, are 
in connection with further and later Statistics with 
respect to the economic and geographic handicaps of the 
Maritime Provinces. 


THE CHAIRMAN: Are there several exhipitea, or 


one? 


MR. SMITH: There are a number of them, my 
lord; in fact, there are fourteen. 

They sre Exhibits of the Des Say my. lord < 
For instance, the first is, National Accounts, Income 
end Expenditure, 1921 to 1948, The next is another 
Dy3.5. publication, Men Hours: end Hourly Eernings 
reported at the lst July, 1949. 

THE CHAIRMAN: The first one you mentioned 
Will be Exhibit 2809 

COMMISSIONER INNIS: Could those be made 
pert of the whole Exhibit with reoeerd) to Deh. ? 

MR. SMITH: Is there sn Exhibit from the 
pe etin t 

COMMISSIONER INNIS: I am Just wondering. 
You say they are Nearly all DiBsa. 

MR. SMITH: Yes; one to ten TI think ore 
D.B.S. I am not os familier with these 2s I should 
be, perhaps. 

COMMISSIONER INNIS: TI was thinking it 
would seve the Chairman's writing all those out, 

MR. COVERT: I think we hed better give 


them sepsrate Exhibit numbers. 
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THE CHAIRMAN: Anyway, you have mentioned 
ten documents. 

MR. SMITH: Yes, my lord; they are D.B.S, 
And there ere several other documents in relsotion to 
evidence of Professor McDougs1l’ , in which the economic 
conditions of the New England States were contrasted 
with the conditions in the Maritime Provinces, end there 
ore some reports here, 

MR. FRAWLEY: What is the result, Mr. Smith? 

CHAIRMAN: Perheps you might put your 

ten D.B.S. documents together as one to a ci Mb Uy 


MR. SMITH: Very well, my lord, 


EXHIBIT 280.....filed by Mr. > Booklet entitled 
Bo Da womi. bh : "National Accounts 
: Income Expenditure 


1941 - 1948"snq 
Supplementary Tables, 
(1) 


Booklet entitled 
"Man-Hours and Hourly 

Earnings" reported at 
(2) first of July, 1949. 
2 


Booklet entitled "Men- 
Hours end Hourly Earnings" 
reported st the first of 
February, 1950. (3) 


Booklet entitled "The 
Employment Situation" ost 
the beginning of July, 
1949, together with peoy- 
rolls, 4) 


Booklet entitled "The 
Employment Situation" at 
the beginning of February, 
1950, together with poy- 
rolls. 5) 


Booklet entitled "Heoting 
Facilities, Radios and 
Telephones in Canodian 
Homes - August, 1947, (6) 
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EXHIBIT 280 .,...Cont. > Booklet entitled "Radios 
: and Household Electrification" 
October, 1949. (7) 
Statement -- Index numbers of 
physicel volume of ogricultural 
production, 1948, etc. 
Statement -- Net production 
(in dollers), P.E,I., Nova 
Scotia, New Brunswick, Meritime 
Provinces, Canada, percent 
Maritime Provinces of Canada. 
(9) 
: Statement -- Life Insurance 
> Companies, Provincial classifi- 
: *patlongul9aa.ant1o) 
MR. SMITH: Exhibit 281 will be 2 publication 
of the United States Department of Commerce, State 
Regional and Local Market Indicators, which deals with 
the question - - 
THE CHAIRMAN: United States Department of 
Commerce? 
MR. SMITH: United States Department of Commerce, 
I think perhaps it would be well if I gave the list 
to the reporter, and then have copies struck off, so 
that it would save the time of the Commission, 
THE CHAIRMAN: Have copies of those documents 
struck off? 
MR. SMITH: Mr. Matheson is obtaining copies 
for tomorrow, 
THE CHAIRMAN: Tell us just now what they ere, 
SO we can take a note of them. We have 280 and 261. 
EXHIBIT 281.....filed by Mr. : Booklet, U.S. Department 
YP.) 2D, smith : of Commerce, entitled 
: "State, Regional and 
: Local Market Indicotors," 
: 1939-1946, 
THE CHAIRMAN: Now, you have three more? 


MR. SMITH: The first one I mentioned was 3 
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publication of the United Stotes Depsertment of Commerce, 
THE CHAIRMAN: That is 281. What is the next 
one? 
MR. SMITH: The next one is "Growth Trends in 
the New England Economy," by Joseph A. Erickson, 
President of the Federal Reserve Benk of Boston, dated 


January, 1950, 


EXHIBIT 282....filed by Mr. : Booklet entitled 
Per. manor : "Growth Trends in the 
: New England Economy," 
by Joseph A. Erickson, 
President of the Federal 
: Reserve Bank of Boston, 
>: January, 1950, 


MR. SMITH: Exhibit 283 is o publication of an 
erticle reprinted from the Hervard Business Review of 


March 1948, entitled "New Englend Economic Prospects," 


EXHIBIT 283.....filed by Mr. > Booklet entitled 
Pda omath : New England's Economic 
: Prospects," reprinted 
from Harvard Business 
Review, Merch, 1948, 


THE CHAIRMAN: Is thot 911? 

MR. SMITH: That is ak, My Lord. 

MR. EVANS: May I say thot my friend has the 
Substance of what Mr. McDoug311 gave in evidence in 
our Brief in October. He comes elong on the eve of 
argument end he produces o volume of Exhibits, I suppose 
upon which he is going to base his argument. Now, I 
Suggest to the Commission thet sat this stage it is 2a 
most improper proceeding to offer unproved 9a lot of 
Exhibits without et least indicating what he is going to 
look st in those Exhibits. I think it is putting a 
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burden on us that is intolerable, to accept oe sheaf of 
Exhibits the substance of which we do not know, the 
purpose of which we do not know , and even as to the 
authorship of which we heve no knowledge. 

MR. SMITH: We lil. @Ad Or. oa that objection 
1s concerned, the outhor of most of these Exhibits is 
they) sD. Bi Ss. 

MR. EVANS: Well, thet may be true. 

MR. SMITH: Thot is not an unknown author. 

MR. EVANS: But they may require interpretation, 
and it may be thet they should be interpreted by some- 
body who is on expert in interpreting statistics of that 
kind, right on the eve of ergument , 

MR. SMITH: The evidence of Mr. Matheson 
was given before the evidence of Mr. McDougall, and these 
three Exhibits relating to New England ere with a view 
to throwing more light on the question which Mr. McDougesll 
raised as to the relative economy of the Maritime Provinces 
end of the New Englend Stetes. 

MR. EVANS: That was all in our Brief, Mr. 
Smith, 

THE CHAIRMAN: Well, of course, if this were 
e case in court I would sey thst these Exhibits could 
not be received now unless an adjournment wes grented. 

MR. EVANS: I was. not putting it on the 
Desis. of. -,- 

THE CHAIRMAN: I soy thet is whet we would oro 
but here, of course, the object of our proceedings is 
different. 

MR. SMITH: I personally know nothing about 


this motter., Mr, Matheson, who was working on his own 
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brief, asked me if T would ask the Commission for leeve 
to tender these Exhibits, because they beer on the 
question, 

THE CHAIRMAN: What question? 

MR. SMITH: They bear on the question of the 
Seographic and economic handicaps of the Moritime 
Provinces, It is one of the subjects of reference, 

MR. EVANS: I am merely putting it on the basis 
that we come elong on the eve of orgument, and we simply 
cannot be expected to take time to look through those 
ond see - - 

MR. SMITH; Well, I am in the hands of the 
Commission, 

THE CHAIRMAN: Can you tell me this: have you 
read them yourself? 

MR. SMITH: No, I have not, my lord. 

MR. EVANS: I think my friend ought at least to 
take the responsibility of seying he thinks they ore 
relevant and helpful. 

MR. SMITH: Well, I have Slanced at them, 
and elthough one of these looks very formidable, I am 
instructed by Mr. Motheson in connection with one of 
them that there is only one paragraph of this document, 
end that is as to whether or not population figures 
themselves are useful market indicators of the income 
or hebits or anything else, 

THE CHAIRMAN: of course, it may turn out that 
Some of them or e1l of them are not contentious at ell; 
I donot know. 

MR. SMITH: I do not think so, my lord. 

THE CHAIRMAN: You do not think whet? 
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MR. SMITH: I do not think they sre contentious. 
These D,B.S. Exhibits ere just for the purpose of bringing 
this factual meterisl down to date. You will remember it 
is nesrly e year since he gave his evidence, and these sre 
Letercns Bes. t40- 

THE CHAIRMAN: Yes, but he was examined oat 
great length on the evidence he did give. 

MR. SMITH?) .Yes. For instance, these sre later 
publicetions that heve just come out from D.B.S. However, 
I am not pressing the matter, my lord. 

THE CHAIRMAN: Well, we will take them ‘for 
the time being, without deciding anything. 

MR. COVERT: Mr. Chairmen, the next subject is 
thatof the Con-dian Notional-Canedion Pacific Act of 1933 
and emendments. That eppears in the Order-in-Council 
Setting up this Commission as No. 2 (e). I wented to 
Stete that bock in October, I think it wos October a 
I wrote to both the counsel for the Canadion National 
end the Censdion Pacific, end I suggested at thet time 
that, slthough the matter wes covered in the Brief of 
the Conedien Pacific, pages 130 to 141, we should ask 
both railweys to be prepared et the hearings to have 
witnesses qualified to speak for the respective railways 
on the general question of the degree of co-operation 
Which is desirable and on the results which might be 
achieved, and that this would give an opportunity to 
Provincial counsel end to Commission counsel to examine 
Such witnesses in order to obtain for the Commission es 
much informetion es possible on this subject. 

I referred the railways particulerly to the 
Brief of the Province of Nove Scotia, pages 44 end 45, 


in connection with the testimony before the Duff 
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Commission to the effect thet Savings of some $6 million 
to $30 million would be possible, snd to the specific 
references to the pages of evidence in the Duff proceedings 
outlined in the Nova Scotie Brief, f[ referred: to the 
sections of the Duff Commission Report dealing with abendon- 
ment proposals on page 42, and duplication of reilwey 
mileage on page 41. TI ssid this:- 
"It seems to me thet the witnesses should 
be prepsred to deal with these matters and to 
enlighten the Commission on such phases as to 
whether or not there have been any chonges in 
the situation since then, and it seems to me 
also that the railways should likewise be 
prepared to fully discuss the question as to 
whether or not eny abandonment of lines might 
take ploce beceuse of the elements of truck 
end bus competition," sand so on. 
I sent similer letters to both Mr. O'Donnell 
and Mr. Evons,. 
On the following doy I wrote to*counsel for 
the various provincess and dvised them thet it was 
the intention of the Commission to request both the C.N. 
and the C.P. to have available st the Ottawe hearings, 
witnesses prepared to deol with the subject of Conadien 
Notionel-Canadian Pacific co-operation under the Canedien 
Nationel-Canedian Pacific Act, and expressed the hope thet 
Provincial counsel will be prepared to examine such 
Witnesses with 9 view to obtaining eny information which 
they mey desire. 
Both the railway counsel advised me thot they 
Would have witnesses here, and I believe thet the Consdian 
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Mr. Foirweether here for thot purpose, to give such 
informstion 3s is desired, 

THE CHAIRMAN: Did you soy thet Mr. Armstrong 
is here now? 

MR. COVERT: Yes, Mr. John Armstrong, Chief 
Engineer. 

THE CHAIRMAN: It is enother Mr. Armstrong? 

MR. COVERT: Yes, 

MR. SPENCE: I have no objection to going first, 
My Lord,.if that .is ali right with Mr. O'Donnell. 

MR. O'DONNELL: That is quite satisfactory to 
me. 

THE CHAIRMAN: Is Mr, Spence calling Mr. Armstrong? 

MR. COVERT: Yes. 

THE CHAIRMAN: All right, Mr. Spence. 
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~ 20959 - Mr. Armstrong 


JOHN E. ARMSTRONG CALLED 

LR. SFENCH: This part of the evidence 
l.y Lord and menbers of the Commission, is directed 
to clause 2 (e) of the Order in Council, which reads; 

"Review and report on the results achived 

under the Canadian National-Canadian Pacific 

act, 1933, and amendnents thereto, making 

Such recommendations as the present situation 

warrants,# 

In part 1 of the Canadian Pacific submissions 
to the Commission, reference will be found to this 
Subject at pages 130 to lal inclusive. For sone reason 
there were several typographical errors that crept into 
our brief ‘that perhaps I should correct now, 

On page 132, the next to the last figure in 
the right hand column of figures which now reads 
39,574, Should read 39, 59k. 

On the next pase, page 133, the third last 
figure in the right hand column of figures, which now 
reads 59,7Z0, should read DI Wh IOr 

On page 134 in the Second item from the 
bottom of the page, that is, the Louise-Deloraine 
abandonment proposal, that part of it reading "C.P, 
abandon 56.3 miles*® should read "C.N. abandon 56.3 miles", 

On page 136, the first line under the underlined 
title at the top of the page, which reads "abandon either 
C.P.i. or xwuebec Central” should read "Abandon either 
C.N.N. or yuebec Central” 

On page 139 at the end of the outline submission 
at the top of the page, the very last line of the outiined 
Submission reads "Inorease of 267%". That should read 
"increase of 170%." ‘The figure 25,218,400,000 freight ton 
miles is 270% of the preceding figure 9,353,118,000, but 
the percentage increase is 170%, not 267, so that 267% 


Should be changed to 170%. 
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That is the total of the corrections that I 
have to make, 
Now, we have lr, armstrong here, my Lord, 
and, with the permission of the Commission, I will 
proceed, 
THE CH.zIRMaN: Yes, 
EXAMINED BY MR.SPENCK,, kr, Armstrong, you are 
chief eng neer of the Canadian Pacific Railway Company? 
i. eam, 
%» Could you give me an outline of your career in 
the profession of engineering with the Canadian Pacific? 
hen did you graduate in your engineering course? 
A. I graduated from Cornell University in 1908 
with the degree of C.E, 
2. hen what position did you enter after graduating? 
A. My first in railway emplyment was as assistant on 
hngineer Corps of the Pennsylvania Lines west of 
Pittsburgh, at Cleveland, Ohio. 
ve And could you just proceed from there and tell 
the Commission what your positions have been. 
Ae In August 1912 I became assistant engineer, 
Canadian Pacific Railway, in the Chief Engineer's 
Office at Montreal, in 1928 I was appointed 
aSsistant Chief Engineer, Canadian Pacific Rail- 
way, and in 1939 was appointed Chief Engineer of 
the Canadian Pacific failway. 
ve «and that is the position that you hold at the 
present time? 
4. That is the position I hold at the present time. 
Q» I understand, ir. Armstrong, that you are the 
President of the Engineering Institute of Canada? 
A. That is correct, 
ve «and I believe a Past-President of the american 


Railway ingineering association? 


Bui 


LAP By 


+" a t t " Swite 
YOY Chad .GQHOTABUITA hl HART REeP 


ih ahirieodigad 2a Fo saan al 


oprens, Be beri 


ie BREE thie ee c svetiod 2 5 i 
Ghats 


A. 


ng 


Ae 


s 20961 a Mir. Armstrong 


That also is correct, 
And you are a member of the Executive Committee 
of the Canadian Standards ASSsociation? 
Yes sir, 
Now, I understand that you have acted on the 
joint co-operative committee under the Canadian. 
National-Canadian Pacific Act? 
Yes sir, 
uhen were you appointed a member of the committee? 
I was appointed a member of the original Canadian 
Pacific section of the Joint Co-operative Committee 
in December 1932. I was made chairman of the C.P, 
Section in 1934, and was relieved from work on 
that committee in 1938. Since 1938 I have had 
indirect but fairly consistent contact with the 
work of the Canadian Pacific Section through my 
now assistant Chief Engineer, R.B. Jones, who 
was a member of the Canadian Pacific section Since 
I retired from that committee, 
Now, Mir, Armstrong, to open this sub ject, perhaps 
you might read from Part 1 of the Canadian Pacific 
Submission, commencing at the bottom of page 130 
and going on for several paragraphs, 
I shall read commencing on page 130 the text 
immediately following the heading "Further 
Submissions;:" 
"In reviewing the results achieved under the 
Canadian National-Canadian Pacific Act 1933, and 
Subsequent amendments thereto, an appreciation 
of the circumstances existing prior to and 
Surrounding the passage of the Act is desirable. 
For many years prior to the enactment of the 
above statute the Canadian Pacific had joint 


arrangements of various kinds with other railways. 
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These arrangements may be classified under two 


headings: 


(1) Joint facility agreements, whereby one company 


Qe 


the 


nO 


is granted the right to joint use of the 
facilities of another company. An example 

of this type of arrangement is the Toronto - 
Hamilton joint section involving the use by 
the Canadian Pacific of the Canadian National 
line between these points, 

Joint ownership of facilities whereby two or 
more companies construct or acquire facilities 
for joint use. An example of this type of 
arrangement is the Toronto Terminals Railway 
Co., in which the Canadian Pacific and Canadian 
National each own one-half interest. 

At the present time Canadian Pacific is 
party to some 63 joint facility agreements 
involving facilities which it is estimated 
have a probable capital value of approximately 
115,000,000 and participates in joint ownership 
of two jointly used facilities, involving a 
further probable capital value of approximately 
27,000,000. These co-operative enterprises 
were entered into voluntarily by the companies 
concerned, with the approval of the Board where 
necessary," - the Board being the Board of 
Transport Commissioners - "for the purpose of 
avoiding duplication of facilities and of 
effecting economies in maintenance and operation," 
I understand, Mr, armstrong, that you have set 
out in a list which you propose to file as an 
exhibit the joint arrangements in which the 
Canadian Pacific participates? 


I have. 
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Mi. SPENCE: Perhaps that might be filed as exhibit 
«84. It is headed, "Canadian Pacific joint arrangements 
of various kinds with other railways, not including 
arrangements made under the provisions of the Canadian 
National-Canadian Pacific Act Loo," 

bIHIBIT 284 Canadian Pacific joint 
arrangements of various 
Kinds with other railways, 
not including arrangements 
made under the provisions 
of the Canadian National- 
Canadian Pacific act 1933, 

MR. SPENCE:  . Mir. Arnstrong, would you just 
explain briefly what this exhibit is intended to show? 

Ae On the first page of the exhibit there is the 
statement of the number of arrangements, 85. That is the 
Sum of the 83 arrangements of one type and two of the 
other type, in regard to which I have just read from the 
Canadian Pacific Submission. The valuation of facilities 
involved as at December 13, 1948, $142,020,385, which is 
the sum of the $115 million in rouna figures and the {4,27 
million also in the text from the Submission which I have 
Tead. Of the $142 million, $53,196,079 is estimated. The 
teason that amount is to be estimated is that the agreenents 
are of various kinds, Some agreements have a so-called 
Capital Account set up in them in which the facilities are 
valued initially in connection with the agreenent and 
additions to the property are added to the Capital Acéount 
So that there is a current capital account in regard to 
that pvarticular facility. Other agreements are based on: 
wheelage charges, rental charges which are not based on 
valuation, and various other items,so that there issimply 
@ rental with no capital Charge in the agreenent. where 
the latter situation exists there is no official value set 
On the property, and in those cases it has been necessary 


to estimate as nearly as may be the value of that property, 


in this case as of December 31, 1948, which is the time we 
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used for the valuation - valuation as of December sky LRG S 

COMMISSIONER INNIS: «4 very precise estimate, 

THE WITNESS: I think the estimated figures are 
not particularly precise, The figures in the agreements 
are actually taken from the agreements - that is, the odd 
dollars and all - they bring out a precision which is not 
warranted for the whole, 

On the second page of the exhibit, which is headed 
"Suumary of Attached Details," the total of PL4e ,02Z0, 385 
is divided into three parts, Fisst there are the facilities 
Ovned by Canadian Pacific and used by other railways. The 
total for that ig 048,969, 76k. It is divided between 
Canadian Pacific facilities used by the Canadian National - 
there are 24 instances of that, having a value of $22,928,776 
- and there are 14 instances of use by other railways, the 
property having a value of $26,040,988, The sum of those 
two items gives the $48,969,764, which is the value of 
CP. Hs property used by other railways. 

THE CHAIRMAN: Are al] these properties in Canada, 

Mr. Spence? 

THE “ITNESS: No, sir. 

THE CHATRMAN: ae They comprise, then, the whole 
System both inside and outside Canada? 

A, Only the C.P.R, System proper, not the Soo Line 
or the D.S.8.4A. or other - - - = 

Qe Insofar as your system proper extends to the 
United States? 

A. wes sir, An example of that are the line across 
Maine, where we use Maine Central property, and down in 
Vermont, where there are three of us using the same property, 
three railways use the same property, at St. Johnsbury. 
Th.t comes in, I think, chiefly under the second group of 
items, which has to do with the facilites owned by other 


railways and used by the Canadian Pacific, There are 29 
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instances of where the Canadian Pacific uses Canadian 
National property having a value of $63,043,573, and 

16 instances where the Canadian Pacific uses the property 
of 11 other railways having a value of $14,645,813, the 
Sum of those two being $77,689,386. 

COMLISSIONSR INNIS: te How do you account for that 
wide discrepency between the Canadian National and Canadian 
Pacific, one 63 and the other 22? 

Ae There were perhaps more constituent lines in 
the Canadian National than there were in the Canadian 
FaEoit io. 

Qe hat do you mean by constituent lines? 

Ae I mean that we had agreements with various 
railways, the Canadian Northern and the Inter-Colonial 
and others, before the Canadian National came into corporate 
existence, so we had Opportunity for more.- - - - 

Qe It really means more railways than the Canadian 
National? 

Ae Yes, sir. The sum of those two figures of used 
property is $126,659,150, but in that there are several 
instances of duplication. That is, for example, the 
Lachine Bridge at Montreal is owned by the Canadian Pacific 
but is used by the New York Central and by the Napierville 
Junction Railway,which is the extension of the Delaware 
and Hudson Railroad into Canada. jhere that exists - and 
that will be shown in greater detail on the following pages - 
where that exists, duplicate use of that kind has been 
deducted from the value, from the sum of the two preceding 
figures, and that duplication amounts to $11,922,482, 
leaving a net value of facilities used jointly of 
$114,736 ,668, which in the submission is stated as approxi- 
mately $115 million, being simply a round figure in the 


Submission, this being the detail of that round figure, 
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THE CHAIRMAN: Mr. Spence, I mey sey we have been 


considering this Exhibits in. the first place it Shows 


what you have done outside the Act, 

MR. SPENCE: Yes, my lord, that is the point 
Or the Exhibit. 

THE CHAIRMAN: We of course ore mainly concerned 


with what hes been done under the Act. Anyhow, this I 
think is very good and useful material, but we do not think 
it is necessary to G0 through it in detail the way you 

sre doing. 


MR. SPENCE: OO NO... T was hoping we would not 
Spend eny more time on Ie Lord. 


There is just one thing thet is indicated by this 
mht bit, however, that there were co-operative measures 


of 2 kind dating be 
Canedian Pacific A ct, and perhaps we do not need to do 
more than just point thet Out. 

THE CHAIRMAN: These are all measures of 
CO-Operation entered into by the Canadian Pacific, some 
of them with the Conedian Nationel and some of them with 
other companies, 

MR. SPENCE: Yes, my lord. 

Q. Then, Mr, Armstrong, perhaps you might go bock 
to the Cenadian Pacific Brief and read commencing with 
the last peragraph on page 131? 

A. Continuing with the Canadian Pacific Submission, 
Part I, just below the centre of page 131, I resd:- 

"With the onset of the depression in 1930, 

troffic on both major railways declined Sharply 

to a point where it became impossible to operate 


either of them on 23 profitable basis. In 1933, 


ck many years before the Canadian National - 
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following the report of the Duff Commission, 
Parliament enacted the Canadian National-Canadian 
Pacific et which directed EE iia to en- 
deavour to agree upon co-operstive measures for 
the purpose of effecting economies. In compliance 
with the terms of the Act many studies were under - 
teken and various co-operative arrangements 
formulseted ond put into effect embracing joint 
trackage ogreements, joint station end terminal 
agreements, pooling of competitive possenger train 
Services end other meesures such ss joint freight han- 
dling and. joint advertising. The practice wrs 


that the net Savings were shared equally by the 


two Compsnies,." 


Q. Now, the Peragraph you have Just resd refers 
to the depression of 1930 and indicates thst the decline 
of troffie at thot time led to the Durr Commission end 
Eventually to the bessege of the Canadian National;Cansdian 
Eeeitic Act, 1933, Can you elaborate a little of the 
events immediately preceding the bassege of the Act? 
A. Co-operation 39S contemplated by the Canedian 
Notionsl-Canadion Pacific Act 1933 may be said to 
heve been initiated by a motion recorded on page 65 of 
the minutes of the proceedings of the Senate of Canada 
of Friday the et ra) November, 1932, which reads:- 
"That, in the Opinion of the Senate, 
for the purpose of expediteting the attsin- 
ment of all possible economies 
' by mutual Co-operation pending 
the determination of the present railway bill 


'A' 28 certain number of officials of the 


oat 7 


- 7] 
: 5 : - a & 
; * . & cy > | or ee 4 
“a n srr ry 4 aoe Pe , 1') 7 (OWA vlad and | 
AG hee RII Se BS PY PRR eres eae 
-) : i 
P ." é noe > , a “| fh goo ‘% wf 
= , a "¢.4 14 t Pen sie ope 
cf ae ae vt ve = a, ED ues ae iS : ze vie bos sy a i 
Cys 
nm . ’ - gt, a cd Ce be Hes ran Fhe 
ee) Pet ¥e rs. ho ey ; hae ix ® “0 3 i ye 
' to - 7 er a é nt 
BMI OED Wig CURD ON {OM Se 
: pe ; ot RD erat ee, =i, 
~ 6 
ee (ah ex we ‘2 LiAsd dnd pat ahaa ~ 
‘ t - wy cy ry | 
J RIVE” 3 Ue eae Gene Te fi PAKS 
ss aS ‘ ay ae 
“oe - Teeth re ) tt 
BIAS ay pee argh ' As ces —r GO Ba 
- rc - y oe 3 ts 
a ea tA ae Coe ee bd ci 5 bt 
{uke 
? Tes y a % 
‘ sf s eT oP ae a % iy Oa e f ba «7 
i G8 aD AUP RM Breen ke ern Sener ie 2 sem 
— 
y > = re ae 
: “5 pas ae ai A. < sey a 5 - ? 2 pc PA STROVE 8 
4 fe et BZ . se 2 ‘ Mae « * s- 
Pointe’ ‘ 9 
J Hy an 1 ‘J! rf cy ERE ~ a war y, fae 
ii ae a wee Fete es based eaten we ; Ry esan wee oe Battie 
Linge es a a 2 ‘ 7 oe Low a a 
° 
; : : . I: InioY 2a . rene é | 
LIDUAD? Se Pa Ee rr, See Fas te $ re 
olen jon sae eae 
a ee WN SSR S20 ee 
, ete tiem) Mawar 
: : SS LET COO ae 
gh tts Nora eee 
, pit aMl ay ; engage ath! won ee 
a i Sigh Nal ee ES Fe ok a as ee AAC yar ae ees 4 
eb r a i of Pe 7 a + 3 « x att 
Cee 
(+ dea weshen beh Ji AO MOLBBIee obey 
mS ; take pire eens ih oliaatete 2 f =4 ra 2) | 
‘ - xe iat te a ae : 
P + eats hia at 2 4 
: tea cas EMG O00 (29 MS SE ee 
Be) 
itt “) «| AES CA api ov 
“ ; ee at x a t 5 aie ma es ast " " ee is . * J 
' + f ‘ cg | Z 
‘ } My ’ i 4 
Doak eer | LAGI ORES So, eh 
7 - al go 
aed ~ tT Bh} * Rt et + vay : ye th ‘4 { id ad > a ¥ 
<3 t Sas ' 7 % 
oo ¥ 
ED ONG Use: ie fea At i IO aft ote eeeqgnen 
at. ae ‘ nt Fae S 3 re: } m ta ne : Peres wees 
a mee ' 
’ a 4y 
, pe > F “* ee —— 
© ad : Fy aan} = ’ is ~ = eLs f 
ze o sek: a dicemrns = a ‘oe ny ADRES Ue: 
on) . . ry ‘ a ; 
| f - 
= ' tyanw a tet .pormetehag need 
wee ay tak oa li Hoa: pe an ‘- cae Ld, Ae an ae 
: : : , i 
~ | fa 4 . 5 worn a vn 
; aged. Yo dudes tee Ae egetbes hat ais ee aS sf 
he hey alae” i cc i Rane a o) (ebeige 
bead otal eSeel . TadiRta ace ont M 
~. eam be | hong abc gett ae & = ; ei 
7 ae + eS Pes fie 3 2 E Pp 
: ‘ yy a 
- > = . *% - B re , ’ 
tiaad:ent Go cotntqo sikh I wee 
cite) n= es Pee 7 
4@ 


athagae Apt ance ths Ke +12: =a paoMe ie 
fugnoos olAsanemy ide 


me ¢ 
€ Po kr} - 


oe ae 


ghehries MOAB OREH 9-994 ‘etiam et 73 : 


> 
= = + Se 


Esa vant ian Aaaesgd LS 10 pek 


- 20969 - Mr. Armstrong 


Canadian Pacific Railway Compeny and an equal 
number of officials of the Csanadion National 


Railways should meet to co-operate in 


eliminating some Of the duplication of rail- 
Wey service with a view to economy in this 
service," 
That is the end of the quotation, and the bill "a" 
referred to I understand was what eventually came out 
es the Canadian Netional-Cenedian Pacific Act, 1933. 
Under date of 29th November, 1932, the Chairman 
and President of the Canadian Pacific Railway Company 
wrote to the acting President of Conadian Netionsl Rail- 
ways with se view to initiating such action as would 
implement the intent of this motion, 
On the 15th of December 1932, the Chairman 
end President of Canadian Pacific Reilway Company 
appointed Messrs. Grant Helly Well nel ih ley sake teri 
himself a sub-committee of the Canadian Pacific executive 
committee, and on the 16th of December, 1932, the acting 
President of Canadian Nstional Railways eppointed 
Messrs. J. E, Labelle, F. K. Morrow end himself 2 
Sub-committee of the Canadian National executive 
committee to deal at the highest level with 
co-operative matters between the railways. These two 
Sub-committees;with such changes in personnel 3s were 
made from time to time, became known as the joint 
executive committee. 
Q. This committee really, then, was formed 
before the Act was actually passed? 
A. It was formed in December 1932, some five 


months more or less prior to the passage of the Act. 
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COMMISSIONER INNIS: That is a8 committee of 
Six? 

A. A committee of six, 

Q. Who was the Chairmen? 

A. The Chairman and President of Chev, Ft. wae 
Chairman of the C.P. Section, and the acting President 
of the Canadien National RailWays was Chairman of their 
Section, 

Q. It was a joint Chairmanship? 

A, It was really two sections which combined 
to form the joint executive committee, 

It having been decided that each railway would 
appoint three technical officers to deal with co-operative 
matters and report thereon . to the joint executive committee, 
the Canadian National appointed Messrs. F, WwW. Foirweather, 
Director of Bureau of Economics (Chairman), D. Crombie, 
Chief of Transportation, and Cc, 8. Gzowski, Chief 
Engineer Construction, and the Canadian Pacific appointed 
Messrs. H. J. Humphrey, Assistant to the Vice-President 
(Chairman), J. E. Armstrong, Assistant Chief Engineer, 
and E, A. Leslie, Deputy Comptroller. These two groups, 
with such changes in personnel as were made from time to 
time, became known as the Joint executive committee, 

On the 22nd December, 1932, the first instructions 
to the joint co-operative committee were issued jointly 
by the acting President, Canadian National Railways and 
the Chairman and President, Canadian Pacific Railway 
Company, end on the 28th December, 1932, this committee 
held its first meeting. 

The Canadian National-Canadian Pacific Act, 


1933, became lew on May. 23, 2933 
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Q. Now, the Canadien Netionsal-Canodian Pacific 
Act, 1933, after providing in Section 16, sub-section Ls 
thet the railways shall endesvour to agree upon co-operative 
measures, provides for 3a method of orbitration in case 
of disagreement, and the arbitration sections are sections 
17 end several sections thereafter, What is your view 3s 
to the principle established in the setting up of this 
arbitral tribunal? 

A. As I have already stated, co-operation among 
railways is not a new idea. The 83 items listed in 
the Exhibit filed sre the results of voluntary co-operation. 
They were ordinary business des3ls under which each 
participant profited . The resultant savings accrued 
to the railways and over-91l railway costs were reduced 
accordingly. In my opinion mandatory co-operation under 
the Canadian Nationsl-Canadian Pacific Act, 1933, was 
@ new concept of co-operation. It provides for equitable 
(which the railways have interpreted es meaning as 
nearly as may be equal) distribution between them of 
burden end advantage in the co-operative projects, end 
this seems a reasonable requirement. It also provides 
for an arbitral tribunal which may be invoked 
by either railway to arbitrate between them in connection 
with any co-operative project in regard to which they 
ere unable to reach accord. Such arbitration would seem 
to go beyond simple co-operation, in that either railway 
is perhaps placed in s position to force upon the other 
8 so-called co-operative project which is not acceptable 
to that other railway. The invocation of erbitrel 
tribunal would seem to be the antithesis of co-operation, 


and might be expected to have an unfortunate effect 
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upon the joint Co-operative effort, Perhaps for this 
reason the management of neither railway has invoked 
Such a tribunel, 

Q. Now, it has been suggested to this Commission that 
the Canadian Nationel-Cenadian Pacific Act, 1933, might 
be altered in such oa way as to force co-operation upon 
the reilweys ond to determine whet, if enything, should 
be done in connection with each co-operative project, 
by whomsoever Suggested. What sre your views as to thot 
Suggestion? 

A. Competition and Co-operation sre not perticulerly 
heppy bed-fellows. There ore projects in Which competitors 
con co-operate to their mutual edvantage, but such projects 
ere not 9s numerous as might be expected. Each co-operative 
Project involves - unificsetion of competitive facilities 
or operetions involved in that project. Invocation of the 
erbitral tribunal a@lready provided for in the Act would 
edd en element of force to such co-operation or Una Ci eetton. 
The creation of 9 tribunal to which either railway or any 
other party might appeal to force co-operation or pilece- 
meal unificetion of the railways would in my opinion result 
in curtailing the efforts of the railways to co-operate, 
Force end co-operation Seem to me to be impossible bed- 
fellows. 

THE CHAIRMAN: You are telking now of Section a? 
ere you? 

MR. SPENCE: Yes, my lord, end the suggestion 
thet hos been made to this Commission, thet the Act might 
be emended in some way so as to force the railways to 
CoO-operste. At the present time, of course, the Act provides 


that the roilweys ere to endeavour to agree and continuously 
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to endeavour to agree to efeect co-operative measures, 
end then the Act goes on in Section 17 snd following 
sections to provide for the tribunal to be set up at 
the request of eitker railway to decide upon disputes that 
erise between the rdilweys when they fail to agree on a 
subject. Now, that tribunal has never been invoked, 
but neither railway hos felt called upon to invoke the 
tribunel, or at any rate it has been reluctant to invoke 
the tribunal. Now I think the Suggestion is possibly 
that, regardless of the desires of the railways, if they 
do come to en impasse at eny time they must have the 
tribunol, end I believe that is whet Mr, Armstrong is 
speaking of now -- the idea of trying to compel railways 
to co-operate, 

THE CHAIRMAN: Hos it been Suggestdd to us that 
there should be such 23 compulsion? 

MR. SPENCE: Yes, my lord. The Province of 
Nova Scotia, and I believe the Province of Alberte endorses 
the submission, of the Province of Nova Seotia in 


thet respect, 
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MR. FRAWLEY: The Canodian Federation of 
Agriculture, too, my lord. 

THE CHAIRMAN: Then TI Suppose thet those 
who ere in favour of compulsion set out the method by 
which the compulsion would be exercised; I would assume 
that. 

MR. SPENCE: I do not think they do, so far 
as I know, my lord. I think they just say thot some 
steps should be taken to force co-operation upon the 
railways, end our feeling is that that is 5 contradiction 
in terms. 

MR. FRAWLEY: The Cen:dien Federotion of 
Agriculture, ot poge 7536 of the Tronscript, hss two 
Specific recommendotions. 

THE CHAIRMAN: Wheat ere they? 

MR. FRAWLEY: The Conodion Federation says:- 

"Since the methods edopted under this ct 
have been inadequate, and results negligible, 


wepropose that 2 new approach be made to the 


problem, 

We recommend; - 

Ls Through amendment to the Cenadion Nationsl- 

Canadion Pacific Act, the immediate oppoint- 

ment of 8 continuing tribunsl which would be 

given suthority to underteke research ond 

investigste o11 possible ways to reduce duplica- 

tion of services and westeful competitive 

practices; such tribunal to propose from time 

to time to the railway compenies such measures 
the findings of their research show would 

be fruitful in effecting economies; end that 


the tribunol report each yeer to Porlisament 
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recommendations which they have msde ond the 

extent to which these have been adopted and 

carried out by the railwcys; 

ae That the Reilwoy Act be amended to provide 

thet the Boerd of Transport Commissioners when 

considering general freight rete revisions must 

toke into consideration the extent to which the 

railways hove endeavoured to bring ebout economies 

by co-operation or in accordsnce with the 

recommendations made by the tribunel proposed 

in Recommendation 1." 

Now, I say at once, my lord, that there does 

not eppesr there to be any provision that this tribunal 
has power to do more than to propose from time to time 


to the railwey companies their findings with respect 


to whet measures could be PVULChUL an effecting economies, 


THE CHAIRMAN: Then thet is followed up by a 
Statement that the Statute should be amended. 

MR. FRAWLEY: Oh, yes, two omendments, on 
omendment to the Conedisn-Netioneal-Canadion Pacific Act 
ond an amendment to the Railway Act. 

THE CHAIRMAN: Amended to make compulsion 
appliceble, 

MR. FRAWLEY: To make these recommendations 
Ppplicable, thet is right, sir. 

COMMISSIONER INNIS: Well, would you favour 
en amendment, Mr. Spence, removing the reference to 
the erbitrotion tribunol, since it hos never been used? 

MR. SPENCE: No, I do not think so, Dr. Innis, 
Our position is thet the Act should remain os it is. 

THE CHAIRMAN: Does anybody suggest thot the 


Act should be repealed entirely? 
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MR. SPENCE: No, my lord. 

MR. O'DONNELL: Well, the Act could not be 
repealed, my lord, I think, becouse it deals with a lot 
of things thet sre not directly related to co-operation. 
For instance, it deals with the number of directors the 
Canadian Netionol Railway is to have, 

MR. FRAWLEY: It is really two statutes in one. 

MR. O'DONNELL: Two or three statutes in one. 

It might quite well be that some recommendations be 
meade, while we are on that point, for»consolidsation of 
these statutes. Insofor 2s the Canadian National Reilweys 
is concerned, in order to get 2 proper appreciation of 
its corporate set-up, its administrative power, end so on, 
one must go to Acts that hove nemes that in no way indicate 
thet they have enything to do with the corporation. 
For instance, the Conadian Nationel-c nadian Pecific Act 
is where one finds how the Canedien Netionel Roilway is 
to desl with its annual budget, how many Directors it is 
to heave, end so on. 

THE CHAIRMAN: It is ports 2 and 3, the portions 
of the Act which desl with co-operation. 

MR. O'DONNELL: Yes, my lord. 

MR. SPENCE: And it is only those parts that 
this evidence is directed to, becauee of course the first 
pert is something that we are not involved in in any 
wey, ond I take it, elthough the Order-in-Council does 
not limit it to parts 2 end 3 of the Canedien Nationel- 
Canadien Pacific Act, that thot was the intention of 
the Order-in-Council. 

COMMISSIONER INNIS: Did Novo Scotio have 
ony specific recommendations os to procedure, Mr, 


Spence? 
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MR. SMITH: No, Dr. Innis. The report was 
thet the motter should be studied with a view to 
determining -- we haveno information ss to specific 
cases, and whet we recommended was thot 2 study be 
made. Thet is as far as we went, 

COMMISSIONER INNIS: A Study be made by 
whom? 

MR. SMITH: That a study be made either by the 
Commission or some other body. 

THE CHAIRMAN: We sre largely, not altogether 
@ court, but we sre lorgely confined in our study by 
the material thet you bring to us. You have not anything, 
Mr. Smith? 

MR. SMITH: No, I have no Suggestion to make as 
to amendment of Statute, but I would be prepered to support 
the recommendations made by Mr. Hope of the Canadian 
Federation. 

THE CHAIRMAN: You would Support those? 

MRS OMITH: (Yes 

COMMISSIONER ANGUS: My recollection is, Mr. 


Spence, that in Mr. Evens! cross-ex3mination of Mr. 
M°ffstt -- I may be wrong -- the suggestion was thet 
one railwey might be blaimed for not co-opersting when 
it was ready and willing to co-operate, and I remember 
esking at that point whether this section about the 
orbitrel tribunel would not desl with thot if a railway 
had not pressed its wish to co-operate to the point of 
invoking the tribunel, had it really any cause for 
complaint if it wes blamed? 

MR. SPENCE: I think thet thot subject is 


touched on in port at any rate, Dr. Angus, in our Brief 
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later on. Mr. Armstrong will resd thot part, at least 
I will ask him to read it, leter., That refers to the 
possibility, for instmce, of on epplication for on increase 
in rates being requested snd that being delsyed while 
the Board made on investigation of all co-operative 
measures to be sure that all possible economies had been 
achieved, end if some economies hed been prevented 
by the failure of one company to co-operete, the other 
company would suffer es a result of Pealing co set ates 
rate increase, 

COMMISSIONER ANGUS: Yes, that is the point. 

THE CHAIRMAN: A foilure of one compeny to 
co-operate; would that be, then, the foilure of one 
company to accept oan offer of co-operation made by the 
other company? 

| MR. SPENCE: Well, a failure of one compeny or 

refusal of one company to enter into e project proposed 
by the other, 

THE CHAIRMAN: By the other compony. 

MR. SPENCE: Yes, 

THE CHAIRMAN: Confined to the two compenies, 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: There is no third party proposed, 

MR. SPENCD: No third perty proposed. 

THE CHAIRMAN: These arbitration tribunals, 
how far does their Jurisdiction extend? Are they only to 
desl with matters which erise after the two companies have 
come to on sgreement? 

MR. SPENCE: That is my understanding, my lord. 
The tribunal is to be invoked by one roilwey which finds 
thet it cennot persuade the other railway to enter into 


S co-operctive project thet it - - 
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THE CHAIRMAN: Pardon me. Did you soy, which 
finds that it cennot persuade the other railway to 
enter into? 

MR. SPENCE: To enter into ® particular co- 
operative project. 

THE CHAIRMAN: I gee. Theat is going further 
then I had mentioned. You see, there are two things, 
Let us suppose you come to an agreement on co-operation 
in some particulars sand then later on disputes orise 
about that agreement; that could go to this tribunal? 

MR. SPENCE: That coulda go to this tribunal, 
yes, at the invitation of one of the railways. 

THE CHAIRAMN: And then if one railway offered 
to co-operate and the other railway refused, could that 
question also go to one of these tribunels? Could thot 
tribunal order that co-operation? 

MR. SPENCE: Yes, but - - 

THE CHAIRAMN: Is that so? Thet tees oct? 

MR. SPENCE: Yes, Ny sLord, ll think that. is 
correct. But there must be 2 dispute between the two 
railways under section 17 and one railway must then 
invoke the tribunsl. The tribunal does not exist until 
it is invoked in respect of the particuler dispute. 

COMMISSIONER ANGUS: Is the right to invoke 
Such 2 tribunsl an answer to the ergument that both railways 
may be penalized for the fault of one? 

MR. O'DONNELL: As I see it, at the present time,- - 

THE CHAIRMAN: I see the word "Sidenote teu 
defined by the Act. 

MR . O'DONNELL: Yes, my lord, Section 3(b). 
Thet defines the word "dispute", and it takes in this very 
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that is being spoken of, It includes their failure 
to agree concerning any measure or plan. 

THE CHAIRMAN: "Proposed" -- proposed by 
whom? 

MR. O'DONNELL: By either of the railways. 

THE CHAIRMAN: ",,.or any matter of detail 
arising out of or ancillary to any measure, plan, or 
arrangement settled upon...." you have the two cases 
there -- 

MR. O'DONNELL: I think Dr.Angus raised that 
question some months back, and when we looked into 
it, it will be remembered that the matter turned upon 
the defintion of the word "dispute" which is referred 
to in section 17, sub-section 3, and it is defined in 
this section 3 (b), and it covers both cases. 

THE CHAIRMAN: Now, as I say, "dispute" means 
any failure of the Canadian National and the Pacific 
Company to agree concerning any matter upon which by 
par il of this’ Act they are authorized to agree, 

MR. O'DONNELL: And it includes their failure, 

THE CHAIRMAN: Yes. Does not that go very 
far? "Dispute" means any failure of the ‘Canadian 
National and the Pacific Company -- that is both to- 
gether -- to agree concerning any matter upon which 
by Part II of this Act they are authorized to agree. 

MR. O'DONNELL: That is right. 

THE CHAIRMAN: That is pretty radical, isn't 
it? 

MR. O'DONNELL: Oh, yes. 

THE CHAIRMAN: For instance, they are authorized 


to agree as b the joint use of terminals 
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Then if they do not agree on the Joint use of terminals 
all over the country, there is oa dispute. 

MR. O'DONNELL: Thst is right, 

THE CHAIRMAN: And what do you do then? 

MR. O'DONNELL: Then either perty can ask for 
the setting up of a tribunal, end the tribunal has 
the powers - - 

THE CHAIRMAN: Pardon me 2 moment. The tribunal 
in case of disegreement -- the heeding is "Arbitretion 
in Cese of Disogreement." 

MR. O'DONNELL: Theat is right. 

THE CHAIRMAN: But this first interpresation 
of the work "dispute" does not suggest eny disagreement 
between the railways. It says, "ony failure of both of 
them to egree concerning ony motter upon which by per 
Pert If of this Act they are authorized to agree," 

MR. O'DONNELL: Yes, and it goes on then, 

"and includes their failure to ogree concerning any measure, 
plen or arrangement proposed or eny matter of detail 
erising out of or ancillary to ...." 

THE CHAIRMAN: Well, thot is an extension of the 

interpretation. 

MR. O'DONNELL: Yes. 

THE CHAIRMAN: But the primary interpretation 
is their failure to agree concerning eny matter upon 
which by Part II they ore suthorized to pgree, Do. you 
not suppose, though, thet it means thet here is o matter 
upon which they ere authorized to egree, end they have 
spproeched it; on approaching it they find that they 
Cannot agree; then that constitutes 2 dispute; is thot it? 


MR. O'DONNELL: Thet is the way I interpret it. 
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MR. SPENCE; Yes, my lord, 

THE CHAIRMAN: Suppose neither of them 
approachthe matter? 

MR. O'DONNELL: Then there is no dispute. 

COMMISSIONER INNIS: Is not that whet has 
happened? That is to Sey, you have agreed not to use 
the arbitration tribunal. 

MR. O'DONNELL: Well, I would not say thereis 
ony egreement not to do that. TI do not think thsatis 
the case. I think no case has arisen; that is what it 
amounts to, 

THE CHAIRMAN: Would this Act as interpreted 
here suthorize any third party to come along and say, 
"Here, these two railways are authorized to co-operate 
fa this parcviculer; thie place, and they have not got 
together to co-operate, therefore I went to invoke the 
Act ogalnst them, because they have failed to agree to 
co-operate," 

MR. SPENCE: I suggest the answer to that is 
in sub-section 2 of Section 18, my lord, which says:- 

"The powers of the Tribunal may be invoked 

by either Company by written Spplication to the 
Chief Commissioner...." | 

MR. O'DONNELL: I do not think it is extended 
to third parties. 

MR. SPENCE: No. 

THE CHAIRMAN: No. Perhaps it is loose 
drefting, 

MR. O'DONNELL: We would have an sewful lot 
of tribunals, I think, if everybody wes entitled to 
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THE CHAIRMAN: Then I take it thet o proper 
interpretotion of the system is this, thot the two 
companies must first get together, one must 2pprosech 
the other, before there ean be ony question of 2 dispute; 
is that right? 

MR. O'DONNELL: Well, I think they would at 
least have to indicate thot one or the other is not Willing 
to go slong before one or the other could esk thet 9 
tribunal be set UD. 

THE CHAIRMAN: There is no room for third 
perties intervening, 

MR. O'DONNELL: I do not think so. 

THE CHAIRMAN: And invoking the Act ogainst 
them. I see:. all Bicnt:, 

COMMISSIONER ANGUS: Mr, spence, do not leave 
this question outstending. 

MR. POEENCE: Twas coming beck to that, Dr. 
Angus, I think that possibly there is at least a partial 
answer, as you suggest, to the complaint of one company 
that it is being delayed because of the failure of the 
other compeny. On the other hend, invoking the arbitrel 
tribunel would itself mean 2 considerable delsy and 
probably very extensive proceedings, and I think e2lso 
that there ore cases in which there ere quite legitimate 
objections by one compeny to going into 2 proposal; 
tmet is, that it would receive injury or demage from 
tlhe proposal exceeding any recompense that it might hope 
to get in sevings, 

THE CHAIRMAN: Pardon me. If one of the 
CCompanies took that stend on 3 proposel being made, 


Merould then the question go to one of these tribunols 
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till the other company pressed it? 5 


MR. SPENCE: Not till the other compony 


pressed it s“and'’TI Suggest that in Meny cases when the 


objections of one compeny to entering into an agreement 


ere brought forward, the other company sees that there 


is reason in what is Seid and therefore does not press 


for the tribunal. But then if we come up to a rate ease 


end the opponents of the rate increase find thet here ig 


9 case in which the railways have failed to go sheed 


with the proposal thot hos been made, they may still 


delay the thing, even though there wes every reason 


for not invoking the orbitral tribunoel. 


COMMISSIONER ANGUS: The legislotion has 


created a machinery for arbitration which has never been 


used, end it has been Suggested that thet mey be becouse 


there has been 


entleman's 
a sgreement not to use it; but another 


reeson -- one I think you suggested -- is thatit looked 


SO cumbersome to both railweys thet neither thought 


it worth while 


tO use it, 


MR, SPENCE: Well, I do not know that 


it wes just because it was cumbersome. I do not think 


SO. I think both railweys have felt thet once they 


Sterted an erbitral tribunal they were getting into 


whet really amounted to litigation over 3 thing that 


Should be regarded 9s a matter of co-operstion. 


THE CHAIRMAN: ‘Tell me Chis: L° Just want: to 


knww this: does the Act allow this to be done: if one 


of these reilways approaches the other ond seys, "Now, 


{ 
here is en oopportunity, let us grosp it ond co-operate," 


end the other compony says, "No, we have reasons for 


not wishing to 


co-operate," could then the opponent of 
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the company thet made the proposel go to any of these 
tribunsls sana say, "We want on order compelling this 
other company to co-operate"? 
MR. O'DONNELL: Certainly. 
MR. SPENCE: I would think So, yes, my lord, 
THE CHAIRMAN: You think the Act sys so? 
MR. SPENCE: Yes. 


Mic alt DONNELL? Tt might interject in respect 


to the remark =- 1did not quite catch its complete 
Slenificance -- of Dr. Angus, that there was 24 gentleman's 
agreement or might be a gentlemen's egreement -- is that 


whet you suggested? 

COMMISSIONER ANGUS: Well, Dr. Innis asked 
if there was an egreement not to use this method. 

MR. O'DONNELL: No, there definitely is not 
on agreement not to use it. 

THE CHAIRMAN: It might be ae gentlemen's egree- 
ment, or it might be that the method itself sppeered too 
cumbersome to be worth using, ond I wondered if that was 
going to lead to any proposol for its simplification, 
ror expediting it. 

MR. O'DONNELL: There is definitely no agreement 
not to use it, and eny time that occasion might orise 
when as fer es the Cenadion National is concerned it 
Would choose to use it within the limits of the Act, 
it would use it. There is no question about that. 

COMMISSIONER INNIS: But there is o feer of 
retaliation on the part of both. 

MR. O'DONNELL: That I do not know. 

COMMISSIONER INNIS: That if it is used it 


moy invite some proposel from the other side which will be 
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equelly objectionable, 

MR. O'DONNELL: Thot might be, but no ocension 
As orisen, apperently, when it was invoked, but that is 
not by resson of ony agreement -- those rre my definite 
instructions -- end with respect to the motter of deelying 
8 rate increase, I think the answer there, Dr. Angus, 
is that ot the present time under the Act, the Boord of 
Transport Commissioners hos no jurisdiction over that pert 
of the metter at all. It is so Said in the 20 Per cent 
Judgment at poge AOS at 1s expressly stated there in 
the judgment of the Chief Commissioner. I om reading 
pert of what is under the heading "Consdian National- 
Conedion Pacific Co-operation": 

"The Cenadian Nationel-Conadion Pacirie Lor 
does not confer upon the Board any duty or suthor- 
ity to require the railwey to study and undertake 
co-operative measures with e view to etrecting 
economies, or to review ond investigate whot 
measures they have teken, or might have teken 
under. such Act, 

As indicoted during the hearing this is 
not 2 matter which would seem to invite special 
enquiry on our part. Nothing can, therefore, 
be gained by entering upon eny extended dis- 
cussion of the subject at this time," 

So thst a rate increase could not be delayed by reason 

of thet as the law stands -t the present time, becouse 

© report concerning the Conedian Netionsl- Canadien 

Pecific Act is meade each year to Parliament, and the Board 
hes no juris@iction in thot metter. 
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drow to the attention of the Commission Section 14 of 
the Canadien Nationel-C-nadian Facific Act, which is 
in this pamphlet - - 

COMMISSIONER ANGUS: My recollection is that 
our discussion orose eorlier from some Suggestion that 
the Boerd should have some duties or some powers. 

MR. O'DONNELL: Theat is right. 

COMMISSIONER ANGUS: And thot the answer of 
the Cenadian Pacific at thot time was, no, that would be 
unfair because it would be punishing the innocent with 
the guilty; then im reply to that I asked sbout whether 
the innocent were really so very innocent if they heave 


not invoked this matter of protecting their innocence, 
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MR. MacPH:RSON: I think, my lord, the question 
arose before the Board of Transport Commissioners in 
this way, that when it came to a question of the Board 
of Transport Commissioners being asked to fix rates, 
then it was raised as an issue before the Board, the 

asserting need and 
railways coming before the Board and/claiming they should 
have an increase in freight rates, then it was urged by 
provincial counsel that as a condition pre-requisite they 
Should establish what had been accomplished under this 
Act, unless it was to be regarded as a dead letter, That 
is to say, when they asserted a need, and on the basis of 
that need asked fora freight rate increase, although the 
Board had no jurisdiction over them, at the same time it 
was incumbent upon the railways to establish what they 
had done in that connection. 

MR. FRAWLEY: Might I ask whether the railways propose 
to file the annual reports to Parliament required by section 
14 of the Statute? It might be interesting to look at those 
reports, particularly to see whether or not the railways 
wanted Parliament to amend these unworkable provisions 
with respect to arbitral tribunals, 

MA. O'DONNELL: Well, the provisions are not unworkable, 
I think, It is just that they have never been worked. They 
are not unworkable. It is relatively simple. If one party 
wants a tribunal it is set up at his request. It does not 
have to have any consent from the other party. All I was 
eereolne out ==" 

THE CHaIRMAN: I think it is rather a peculiar statute, 
of course, but the essence of it is that it directs these 
two companies to attempt forthwith to agree and continuously 
to endeavour to agree, 


MR. O'DONNELL: Yes, 
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THE CHalHMaAN: Upon such co-operative measures, 
plans, and arrangements as are fair and reasonable and 
best adapted to effect such purposes. Therefore they 
are further directed that when they shall so agree - 
once they have made an agreement they shall endeavour to 
provide through hegotiations with the representatives of 
the employees affected - oh, yes, that is to safeguard 
the employees. Anyhow, whather there have been disputes 
Or not, no dispute has yet been referred to any tribunal, 

MR, SPENCE: That is right, my lord. 

THE CHAIRMAN: Can it be said that there havebeen 
disputes, have been disagreements? 

MR. SPENCE; There have been many disputes, 

THE CHAIRMAN: We will divide them into two classes, 
Have there been any proposals made by the one company and 
rejected by the other, for ¢o-operation? 

MR. SPENCE: Yes, there have been; I do not think 
there is any doubt of that. 

THE CHAIRMAN: Then, secondly, have agreements been 
entered into in respect of which later on disputes have 
arisen? 

MR. SPENCE: I do not think so}; not that I know of, 
my lord. Once the agreements were entered into both 
parties have ¢arried them out. 

THE CHAIRMAN: Then the only class of disputes which 
have arisen that you kgow of, have been where one rail- 
way was willing and the other railway was not willing? 

MR, SPENCE: That is right, my lord, but I suggest 
that we have never come to the point between us where 
One railway has says, "We insist," and the other railway 
says, "we refuse," 


TH# CHalhuaN: Tat is just the point, 
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MR. SPENCE: And that was the point where one would 

invoke the tribunal, 
had 

THE CHaIRMAN: Then you would have/to have one of 
these tribunals set up. 

COMMISSIONER aNGUS: are those failures reported 
to Parliament? 

MR. O'DONNELL: I would draw your attention to 
Section 14 of the C.N. -C.P. Act. ‘ie have to report 
annually to Parliament, 

THE CHAIRMAN: Yes, you have to report the co-operative 
measures, but does that go onto say that you have to report 
proposals that are rejected? 

MR. O'DONNELL: I do not think it goes quite that far. 

COMMISSIONER aNGUS: Because they might be of interest 
to Parliament. 

MR. FRAWLEY: Apparently it is only the Canadian 
National that makes the report, because the trustees are 
the trustees of the Canadian National, 

THE CHAIRMAN: Well, we have to adjourn, I understand, 
now. 

--- The Commission adjourned at 4.30 p.m, to meet again 


at 10.30 a.m, on Friday, April A oN 4 Jo OE 
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MORNING SESSTON 


OTTAWA, ONTARIO 
APRIL 28, 1950. 

MR. SPENCE: My lord, I think that yesterday 
afternoon I may have given an answer in the course 
of the discussion that woulda perhaps lead to mis- 
apprehension. I should like to make it clear now that 
so far as I know there has never been any case in 
which one company has proposed a joint co-operative 
project and the other company has refused to give it 
full study and consideration. If the impression that 
there had been any such case was left from any of my 
answers, I hope that it will now be set right. 

THE CHAIRMAN: Can you go a Step further 
and tell us whether there are cases where one company 
has proposed a measure of collaboration and the other 
company, after full study and consideration, has rejected 
it? 

MR. SPENCE: Oh, yes; there are those cases. 

THE CHAIRMAN: Does it work both ways? 

MR. SPENCE: Yes. 

THE CHAIRMAN: Sometimes and in some cases 
the Canadian Paiific wos the proposer and in other 
cases the Canadian National was the proposer? 

MR. SPENCE: Yes. My understanding is that 
there have been cases of that kind from both directions. 

THE CHAIRMAN: How far have you a record 
available for our study? We have to report on the 
whole Act. It may be necessary for aleeayia out what 
in the opinion of one of the railways ~:at a given time might 


had been done and in the opinion of the other 
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Oo ght not to be done, and so on. Have you records? Have 
records been kept of the joint negotiations on this 
point? 

MR. SPENCE: There are tremendous records 
of these matters. 

THE CHAIRMAN: You say "tremendous records"? 

MR. SPENCE: Yes, my lord. Mr. Armstrong, 
was going to go on in a few minutes to deal with blocks 
of projects listed in our Brief, explaining in general 
why one of the Groups of projects had been completed 
and why another one had not been completed. 

THE CHAIRMAN; After Mr. Armstrong is through 
we may have sufficient to proceed. If not, we shall 
let you know. 

MR. SPENCE: Yes. 

MR. O'DONNELL: I think at page 154 of our 
Brier; your lordship will see a summary. 

THE CHAIRMAN: Page 1549 

MR. O'DONNELL: Page 154 of the Canadian 
National Brief, Exhibit 214. At page 154 there is 
@ summary of the joint co-operative committee results 
and it sets out - - 

THE CHAIRMAN: Does that give cases where 
you agreed and have studied? 

MR. O'DONNELL: Have aepean aneee not agreed. 

THE CHAIRMAN: Have agreed and have not 
agreed? 

MR. O'DONNELL: Those which have been studied 
and those which have been rejected, projects which 
were interrupted owing to war activity and so on. 


There is a summary on page 154 and on the following pages 
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there is - - 

THE CHAIRMAN: Page 1549 

MR. O'DONNELL: Yes. And in the following 
pages there is @whole list of projects which the joint 
committee considered and the various 2ctions taken 
by them. 

THE CHAIRMAN: Just a minute. Joint co- 
operative committee projects in effect, line abandon- 
ments; does that mean abandonments which actually took 
place? 

MR. O'DONNELL: Line abandonments which were 
approved. 

THE CHAIRMAN: Then joint use of terminal 
lines, co-operative committee projects. 

MR. O'DONNELL: Yes. 

MR. SPENCE: We have the same list in our 
Brief, in the Canadian Pacific's Submission, at pages 
isc tO 130. 

THE CHAIRMAN: Then you have the line abandon- 
ments approved by the Board but as you say, not 
effective, and then line abandonments considered by the 
Board but no order issued. I suppose nat decne 
no direction given. Then projects recommended but not 
proceeded with. Does that mean recommended by one line 
and not accepted by the other? 

MR. O'DONNELL: Recommended by the joint 
committee is what I think that means, but not proceeded 
with. 

THE CHAIRMAN: We had better go on then 
with Mr. Armstrong. 

MR. O'DONNELL: That is quite all right. 
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convenient time to do so. 

THE CHAIRMAN: I am glad you did. 

MR. SPENCE: I should like to say, my lord, 
that that listwhich is itneluded in both briefs is the 
complete list of all proposals considered by the joint 
cO-Operative committee since the inception of the Canadian 
National-Canadian Pacific Act. 

THE CHAIRMAN: All proposals considered by the 
joint committee? 

MR. SPENCE: All proposals considered by the 
joint committee. 

THE CHAIRMAN: Which were accepted? 

MR. SPENCE: Accepted, rejected or not proceeded 
with. 

THE CHAIRMAN: They would cover those cases 
I mentioned to you at the beginning, woundben? “base 
where one company had proposed co-operation and the 
other company had declined to agree? 

MR. SPENCE: Yes, my lord; after study had 
declined to agree. 

THE CHAIRMAN: Thet is in the Brief? 

MR. SPENCE: Thi:t is in that list. 

THE CHAIRMAN: Then will you go on with Mr. 
Armstrong? 

MR. SPENCE: I think at the adjournment 
yesterday there was a question asked by Dr. Angus 
that perhaps did not receive a satisfactory answer. 

Dr. Angus's inquiry was in relation to the argument in 
our submission at page 140 of Part I in which we submit 
that if the Board of Transport Commissioners were 


given power to refuse to grant rate increases until they 
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had proved that all possible co-operativceconomies 
had been made, the result would be that the innocent 
might suffer with the guilty, since a company that 
had done everything possible to make progress in co- 
Operative economies might be prevented from getting a 
rate increase by another company which had possibly 
obstructed or delayed the proposed co-operative measures. 
The suggestion made by Dr. Angus was that the innocent 
company might have very little complaint upon this szore 
if it had failed to invoke the arbitral tribunal when 
occasions arose when it might be invoked. 

Perhaps there are two answers to this question. 
First, it is certainly the feeling of the Canadian Pacific 
and, I gather- although I cannot speak for the Canadian 
National -- that it may be the feeling of the Canadian 
National officers that the moment the arbitral tribunal 
is invoked, co-operation under the Act comes to an end. 
I do not mean by this that pp es BEAR Ne just a fear 
of reprisals as I think Dr. Angus suggested yesterday, 
but there would inevitably be a litigious atmosphere 
created immediately on the commencement of proceedings 
under the arbitral tribunal, and that could not fail to 
have its effect upon all other co-operative matters 
under consideration. In other words, there would be a 
Scrambling for position, so to speak, by both companies. 
Of course, in the particular dispute which occasioned 
the invocation of the tribunal, each company would 
immediately commence to gather facts together and 
arguments together to place its own side of the case 
in the best possible light. 

MR. O'DONNELL: May I just ask this, Mr. 
Spence. I take it you are speaking there with respect 
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to some specific project and not generally. I would 
not assume that you suggest that if we did not reach 
agreement conccrning a particular project, it means 
there would be no co-operation on any othere that 
might be suggested. 

THE CHAIRMAN: I think Mr. O'Donnell is 
Suggesting that as a result of this agreement order by 
Some arbitral board compelling the other company if it 
did not wont to do 8d, to go on, there might be created the 
atmosphere or feeling eit 

MR. SPENCE; Yes, my lord. There would be 
a feeling created, ~-- 

THE CHAIRMAN: Which would not be conducive 
t happy co-operation. In any case, neither of you had 
recourse to arbitration. 

MR. O'DONNELL: That is true. My whole thought 
was that Mr. Spence's remarks were rather general, and 
I would not for a moment assume that because we had a 
dispute submitted to an arbitral tribunal with respect 
to any particular project, that that would affect other 

pro jects, and that they would not be dealt with on their 
merits in their own turn. That is all I was pointing out. 

THE CHAIRMAN: I eh Me do not know what 
would happen. You have not the experience of it. 

MR. O'DONNELL: That is correct;but the Act 
allows it in any time we so choose to use it. 

THE CHAIRMAN: It is all speculation. We 
can draw our own conclusions. 

MR. O'DONNELL: Yes. 

MR. SPENCE: Yes. It might be that we would 


be able to carry on in the atmosphere of co-operation 
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in relation to the other projects that were under 
consideration, but on the other hand it might be human 
nature to have a little jockeying for position in 

the expectation that once the arbitration was invoked 
in one case, it might be invoked in several others. 

THE CHAIRMAN: I would take this to be the 
ennese? ei intention of the Act is not that each company 
Should see how it can get ahead of the other. 

MR. SPENCE: No. 

THE CHAIRMAN: Or to make some proposal which 
would benefit it and not benefit the other. 

That is not the intention of the Act? 

MR. SPENCE: No. 

THE CHAIRMAN: The intention of the Act is thet 
there should be co-operation which would be helpful 
to the publiée to Shippers, without unduly hurting the 
other company. 

MR. SPENCE: Yes. We have tried to carry 
on these negotiations in a spirit of co-operation, not 
a seu eheeo ine to get ahead of the other. 

THE CHAIRMAN: That would be the intention. 

MR. SPENCE: We hope that that object and 
that spirit will serie that the two companies will 
examine together the possibilities of the various 


proposals, 
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with the intention of putting into effect those that will 
be of mutual advantage and of equal benefit to both. 
That is very different from the attitude -- 

THE CHAIRMAN: And of course of some benefit to 
the public. 

MR. SPENCE: Yes, my lord; but of course the 


Object of the Act was to achieve Savings by co-operative 


measures which naturally react to the benefit of the public 


if they can be made, 
MR. O'DONNELL: The only thought I had in mind 
in interjecting what I did was that I would not want it 


to be thought, because we might see fit to ask for 


an arbitral tribunal with respect to any particular project, 


that we would not be Willing to sit down and discuss 
other possible projects with an open mind and with a view 
to arriving at what was fair in the circumstances; that 
it did not necessarily mean, because we saw fit to invoke 
the establishment of the tribunal in the one case, there 
was an end to all endeavour to save money on other pro- 
Jects which on their ow respective merits were worth 
going ahead with. 

THE CHAIRMAN: Not necessarily; but if you did 
invoke it, that would mean in order to compel the other 
railway to co-operate. 

MR. O'DONNELL: It would mean simply Submitting 
the facts to a tribunal, and they would decide. 

THE CHAIRMAN: With the expectation that they 
would find in your favour. 

MR. O'DONNELL: We would hope so, yes. We 
might be thrown out and lose our case. 

THE CHAIRMAN: Well, it is all speculative, 
because the Act has never been invoked. 


MR. O'DONNELL: Since 1933. 
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THE CHAIRMAN: You have never on any single 
occasion invoked such a tribunal, 

MR. O'DONNELL: No, because I assume these things 
have been considered, and when the other Side's view has 
been put forward and reviewed it has been felt that pos - 
Sibly there was not enough in it to make it worth while 
fighting about; but the Act is Still there, and in a case 
where it might be advisable to try to have a project “put 
into effect, whether it be one of our friend's submissions 
or one of ours, the Act is there and can be used, and the 
fact that it was invoked, either by them or by us, would 
not necessarily mean that there could be no further co- 
operation. 

COMMISSIONER ANGUS: It does not follow that 
both railways have identical attitudes towards the Act. 

MR. O'DONNELL: That is right, 

COMMISSIONER ANGUS: One may have the position 
Mr. O'Donnell is Stating, and the other the position Mr. 
Spence is Stating, 

MR. O'DONNELL: That is right. I just want to 
make our view clear, that if we happen to get into a 
dispute about one project, that does not necessarily mean 
that we would not co-operate upon others. 

THE CHAIRMAN: You do not know until the time 
comes. 

MR. O'DONNELL: That is true, my lord. 

COMMISSIONER INNIS: On the whole, the Canadian 
National has an infinite capacity for objectivity. 

MR. O'DONNELL: Yes, we hope. 

MR. SPENCE: In any event, in answer to Dr, 
Angus' question, if one of the companies, fearing that it 
might damage the co-operative spirit if an arbitral 


tribunal was invoked, and being properly convinced of 
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this, refrained from invoking the tribunal, I submit 
that that company would still be in the position of the 
innocent party and should not be made to suffer by being 
deprived of a rate increase because it held those views. 

COMMISSIONER ANGUS: The argument is that the 
Shipper might be made to Suffer because of your reluctance 
to make use of machinery provided by Parliament. After 
SLL, AWts sense, if the economies are not made, and the 
requirements of the railways are submitted without those 
economies, under present conditions -- perhaps not under 
those of the nineteen thirties, but under present con- 
ditions -- it is the Shipper who pays, isn't it? 

MR. SPENCE: Well, Dr. Angus, our reeling tse 
that we can benefit the Shippers more by refraining from 
using this arbitral tribunal, because we can Carry on in 
a more co-operative spirit and get farther without the 
tribunal than we could with the tribunal. 

COMMISSIONER ANGUS: Anda you are prepared to 
Show that the extent of the co-operation substantiates 
that view? 

MR. SPENCE: Yes, I think so. 

MR. FRAWLEY: My lord, I would not want Mr. 
O'Donnell to leave the impression with the Commission that 
the failure to invoke the tribunal was an accident at 
all, because Mr. Armstrong made it very clear at page 
20971 yesterday, saying: 

"It also provides for an arbitral tribunal 

which may be invoked by either railway to 
arbitrate between them in connection with any 
co-operative project in regard to which they 
are unable to reach accord. Such arbitration 
would seem to go beyond simple co-operation, 


in that either railway is perhaps placed in a 


i findis 


9 {a sie Pe iac at at t jfftn btoeow trmramé 
ft? EO FEU Lote rf r Gre Le ie ae a a Pa 2h t. wpa = 
* 
¢ R . - Fi gi ie oak ee boo ae om 2 
enled vd stove of obem od Tom DANSNS OME VECRd aieoomine 
‘ Ss az - i - a es ue f are 25 BS 
| -eweby o@ors Dior t2 ceuased sacetont Stee 6 DO beveggen 
. 
. , a ee ¢ JOY MAS 
ry es L Qi. SRomens 3 SAUDHA ARAG! LMBOG 
: ) ees P 
wa i F am" “% ie P age oh -.. - iy 3 Waive, Tze ry my eee 
meee A +; rae by ‘ : Tre 1 BS ke aves A bt 2s ae oe a Fe wtf Siz S. iA L 1G hg Sed hie 
: : oS Kham es eeepc bela awe “ey 2 ay oy: rm St 
: «wv sath aX fee aS bo teats V OLED ATS aa edie Re SD Se 1 & 
A ta  !: ree , 5 ¢ 
baa Ky = * 3 ee ee fis es Sahn ! ti Lie 
seqit dyoddiw beddindwa or ayewliod ead to So aerataepes 
<4 “ye re ay . te aS ah ney is — a ae sane oy th P ae ¢ my 
ip Cres POE inoue = Reger 7 Dteen Vives lS Sia ji See hOTtO 2S 
; 
il 
om a a , ibe gece fa mae te . ee ee et) a ey y yh oP 
A et 2s Dae taker ee TREES a eta ate 4 bu WEiass tote ) 2 SO 
. ? . " a, F  - al ww " . ids “ 3 S f 
rt Pinal ~eyre one * Pie oct ei of == eroOtgeD 
F Pa ee ts — : .trarirg 2 az 
eae Be | RO hbke Sars Bp a LiCW SHOUMNT SG ue 
: s : nt Sake a a mpl ing ae a ae Z P <b pe Al) 
cele” ews Ee i 4 ait a4 A ek pees Fi aeiceu fae WwW ay iy 
. Lb hs sei ks e ; » of PP ped of SP sta wis tet Wag 8 ll ARN hee © 
al i, ate eda bay Y EAS ree. . dander una ee a ke AS cy as Side | fete BA 
; tae rs #i oh & gow & ie alt iat wi, 
ise 1 Ce | % parts Le ase Ye hie a des ae LIP TAG eG TO # 
iM Pes i. sm le Oe vane wee . : » ig 3 
poe ORS Sar. Grae fuog sw edd Lenvorag 
ned ae ae . Exy, rae at ripe) y ee Pore’ bearer 
i MIS ES CoRR aL “i al pa i Peay Merce \ i i oa MoS 
ee ‘ oo cere or ’ aif od + apts gemed 
eel 3 DPE ee On LEO cre ey ere ar) Skin rSa RF ang said wode 
y = Ky oe ee 
woiv Jeqg 
eae hey Pret ‘i PL Igerer mm rhe 
» Oe EE Rhy * ‘ + PLAS Whee bea y <a 4; =f 
¥ i ° al Fe a r _ oa . 3 et eye reuse 
a OGaSW JON Pikow 7 iP EST Zen LWAsTH AIM 
Petty Sete ee a y Lid Lele tamt of v £ o¢ Lisrro 
“b fing ar S ey Se ee a? i ale las, ‘ a* 
bSUL ALS : we LSRRCINY oi dovnt oF Bagtie® 
Te be 7 ‘ re — & t “~ oo . ‘ nin a r 
& "ESOS, o YS rk obser actors acre iM uroed is 
- & ~ ry 
tr ee tr — oF = es 1 
. eat) he % % % Tet ty 32 as LYPOS 
$e ade ant aE $ yt pte nf i . eit 
Atha ant te Pale aie “ES Get E. ‘7? OS46 @a- 
7 oft oak lg ‘bel 
f 2 - ey ove ay moe xe * an 
~ Yewlhet rary cd Boodtoval ed vem sa 
ql 1s 
; 2 ee Pic te asi sk es ——— 2 oa u 
- di PULAU sil mony esse d { 
: ~— 7 2 
v . : “TS tar “= aw “% * 4 “ 7 
\ . * aS av wad tg : a9 a ETA. ‘ ~~ t oop oi ne viz 
q 
, f 
heonse oeietaaae 
ITHOSS Agect oF 
b prees Rawr rf 
- A Sad C2. oF ov hate | af Ga mA | oF 


dtaq 4 


rr 
he 


& yowulies veritte 


- 21004 - 


position to force upon the other a so-called 
co-operative project which is not acceptable 
to that other railway. The invocation of 
arbitral tribunal would seem to be the 
antithesis of co-operation, and might be 
expected to have an unfortunate effect, .upon 
the joint co-operative effort. Perhaps for 
this reason the management of neither railway 
has invoked such a tribunal.” 
So it has been a policy, 
MR. O'DONNELL: That is Mr. Armstrong's view, 
and Mr. Armstrong is quite free to express his view. 
I am simply saying that, notwithstanding that, when you 
came to a point where any project were to be considered 
of sufficient importance for the Canadian National 
Railways to endeavour to have it prevail, then we 
would undoubtedly invoke the tribunal, and we would 
assume that in so doing that would not mean that other 
projects which could be considered in a fair way would 
not be dealt with accordingly. In so far as rate 
increases are concerned, so long as the body to which 
these co-operative projects are reported upon is 
Parliament and not the Board of Transport Commissioners, 
there is no reason for mixing the two matters to- 
gether; they are different as far as I am concerned. 
COMMISSIONER ANGUS; Mr. Spence, does what you have 
Just said go so far as to amount to Suggesting that 
Part III of the Act, the Canadian Neiipnaiaeied tan 
Pacific Act, is at best useless, and perhaps harmful? 
MR. SPENCE: No, Dr. Angus, I do not mean to 
Say that at all, because we feel that the existence of 
those sections in Part III has had a beneficial effect 


in keeping the positions of the two companies moderate; 
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end, if I may join with that question a questimthat his 
lordship asked yesterday as to whether any recommendation 
had been made for the repeal of the whole Act, or at 
least that part of the Act relating to co-operation, our 
position is that the Act should Cemaiy os) iG Ts, We 
feel that even if the Act served no other purpose than 
_ to stand as a warning or admonition to the two companies 
that they are not to indulge in wasteful and destructive 
competition, then, even if it did nothing else but that, 
it would be fully justified. We also feel that, even 
though the tribunal has never been invoked, the very 
fact that those sections exist has served to keep most 
railways within moderate and reasonable baunds in their 
negotiations on co-operative measures, because each 
company knows that if it does not act properly and 
reasonably it may cause the other company to call for a 
tribunal, and that is a BuUbsSsews That tWhiwii1 perhaps 
develop a bit more in argument in a week or two. How- 
ever, that in general -- 

COMMISSIONER ANGUS: But you have said that 
Part III sets up machinery which could not in practice 
be invoked without destroying the co-operative spirit 
that is necessary for the fulfilment of the purposes of 
the Act. 

MR. SPENCE: Yes. ify for instance: (the 
Cenadian Pacific took such an arbitrary and unreasonable 
view that the other company was quite justified in 
Saying, "Well, we are going to put this whole thing before 
a tribunal," by that time, of course, co-operation would 
be pretty well at an end anyway; but the fact that there 
is that possibility, that if we took an unreasonable 
view the whole thing would be shown up before the 


tribunal, is inclined to keep us from taking such an 
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unreasonable view and compelling us in a way or causing 
us to be more co-operative; and the same thing, of 
course, with the other company. 

MR. O'DONNELL: I hate to ingerrupt, but I 
think possibly this is the easiest way to do it, as we 
go along, because, with twenty-five thousand pages of 
matter in the record, we may forget when the time comes 
to say something about it. I think I made our view 
clear, that if there be a project. thasa4s sufficiently 
important to warrant Setting up a tribunal, we will ask 
to have it set up, and we would assume that that would in 
no way interfere with other projects that might be con- 
Sidered in a co-operative way. Now, that is clearly 
our view, and, while we have never had to do it, and 
the projects which have been considered, the list of 
Which is in the record now, have been dealt with through 
discussion and settlement without actually going to 
court, the day might come when we might want to go to 
court, and we want it Clearly understood that we feel 
quite free so to do, and our friends likewise; and that 
would not prejudice, in our view, what other projects 
might arise that could be discussed in a co-operative 
way. 

THE CHAIRMAN; Well, I.think the thing to be 
borne in mind by both companies is that the point of 
departure in this Act is a direction to you both to 
attempt to co-operate, 

MR. O'DONNELL: That is right. 

THE CHAIRMAN: Now, that is a Statutory direc- 
tion by which you are compelled -- not only compelled, 
but compellable -- to comply with it under proper pro- 
cedure, 


MR. O'DONNELL: That is right. 
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THE CHAIRMAN: That is the beginning of it. 
You are directed to attempt to co-operate, That is the 
very language of the Act. 

MR. O'DONNELL: That is right. 

THE CHAIRMAN: You are directed to attempt 
forthwith to Sgree, Ard continuously to endeavour to 
agree, and so on, AS you know, disobedience to a 
Statute -- 

MR. O'DONNELL: Has sanctions. 

THE CHAIRMAN: It is mentioned in the Criminal 
Code, among other places. So that obligation is one 
which hangs over both companies continuously, 

MR. O'DONNELL: Yes; and both companies have 
the power under the machinery set up by the Act to submit 
the dispute to a tribunal for its judgment and have the 
tribunal give a Judgment which is enforceable under 
Section 22 -- force and eTrects 

"An order or decision of any tribunal 

Shall be binding upon the National Company and 
the Pacific Company, and shall have like force 
and effect as an order of the Board of Railway 
Commissioners for Canada made in a matter 
falling within the Board's Jurisdiction, and 
may be enforced as if it were an order of said 
Board, and all the provisions of the Railway 
Act in respect of orders of the Board and 
their enforcement shall apply mutatis mutandis 
to an order or decision of the Tribunal." 
So there is sanction there, and we will use it if we 
ever have to use it. We want our position clearly 
understood, 
THE CHAIRMAN: If you are both put in the 


position of having to confess, you confess your 
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virtues immediately; is that so? 

MR. SPENCE; Well, I take it from what Mr. 
O'Donnell has just said that we are both agreed, then, 
that the sections in Part III aa dead Be tribunal 
Should remain, although perhaps we have different reasons 
for saying so; we are agreed on that question. 

COMMISSIONER ANGUS: I ean see from what Mr. 
O'Donnell has said that it is the view of the Canadian 
National that Part III is a very live section of the aw 
which might be invoked tomorrow and might serve a very 
useful purpose; but I gather that the view of the Canadian 
Pacific is that it could only be invoked at a very great 
cost -- that of imperilling the spirit of free co- 
operation between the two enterprises. Now, if that 
is the view of the Canadian Pacific, does it not seem 
to follow from that that some better wording of Part yO WY 
Some alteration of Part III, might retain its virtue as 
a werning, which is the only virtue claimed for it, 
without depriving it of its convenience as setting up a 
way of arriving at effective economies? 

MR. SPENCE: Well, I do not know just what 
change you have in Mind, Dr.’Angus, in’ Part IIT, As 
far as the Canadian Pacific is concerned, it does feel, 
as you said, that there would be = considerable sacrifice 
in invoking Part III. At the same time, we think that 
it has a beneficial effect as it stands, and that it 
Should not be altered. We find no objection to Part 
III as it is on the statutes at present. 

COMMISSIONER INNIS: Because it compels both 
of you to be sweet-tempered, 

MR. SPENCE: I think that is putting it in a 
nutshell, Dr. Innis. 

THE CHAIRMAN: Well, I wish all counsel 
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concerned would give very careful attention to a reading 
and a study of the interpretation of the word "dispute", 
which is contained in the Act and which governs Part III, 
because these tribunals are to be Set up in the case of a 
dispute. I glanced at it yesterday, but was not able to 
read it thoroughly. I think later on I shall have to 
ask you again what you have to say about the meaning of 
that interpretation. 

MR. SPENCE: Yes, my lord. I think perhaps -- 

THE CHAIRMAN: The language in which it is 
couched is rather involved, and if there is no dispute 
there is no tribunal, 

MR. SPENCE: I think that perhaps I may have 
to answer that more fully -- 

THE CHAIRMAN: You have apparently never had 
occasion to examine it, because you have never at any 
time invoked any sith tribunal, or I suppose have never 
felt compelled to, 

MR. SPENCE: I think a dispute would only come 
about in the joint executive committec. 

THE CHAIRMAN: This is not the time to discuss 
it, Some time later on we may come back to it, and I 
would like you all to give your best study to that very 
question. When does a dispute arise? What is a 
dispute? -- because until there is such a thing as 
defined by the Act there is no call for any tribunal. 

MR. SPENCE: Yes, my lord, 

THE CHAIRMAN: You had better gO On with Mr. 
Armstrong, I think. 

MR. SPENCE: I said there were two answers to 
Dr. Angus! question. The second answer that I had in 
mind was this, and perhaps I said something about it 


yesterday, although I did not complete this. The 
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invocation of the tribunal would be in itself 4 fairly 
extended process, 

COMMISSIONER INNIS: Would be in-iteelfr? 

MR. SPENCE: A fairly extendea process. I do 
not mean that it would be unduly cumbersome, or go 
cumbersome as to cause the railways to avoid invoking 
the tribunal, because the appointment of the arbitrators 
can come about simply and easily and there is no com- 
plicated legal process to be followed, However, it is 
undoubtedly true that it would take a considerable time 
for a case to be placed in full before the tribunal and 
a decision reached, and it can readily be imagined that 
if at any time the Situation arose in which the railways 
needed a rate increase, Seyaare four or five or six of 
these cases pending before the tribunal, the most 
unreasonable delay would be imposed upon the railways 
before they could get their rate application heard. 

COMMISSIONER ANGUS: [If VOU archreplyines to 
my question there, I assume that the mere fact of having 
referred a case toa tribunal would show that a railway 
was actively pursuing economies. It would not follow 
that it was necessary to wait for the finding of the 
tribunal. 

MR. SPENCE: Well, possibly not, Dr. Angus, but 
one can perhaps imagine that the Opponents of the rate 
increase would Say, "Well, there are possibilities of 
economies that may come out of these findings of the 
tribunal, and therefore there Should not be any decision 
on the rate increase until those findings are completed." 

THE CHAIRMAN: Until the tribunal has said, 
"Yes, this will produce economy. "' 

GOMMISSIONER ANGUS: Yes, but have not all these 


findings of the Board, or at any rate the recent ones, 


~ CLE 45 


Said they will keep the Situation uner review and they 
Will see what the earnings are, see what happens? Would 
not the finding of the tribunal Simply merge into that 
Situation quite easily? 

MR. SPENCE: Well, perhaps so, Dr, Angus. On 
the other hand, if it were made a prerequisite of a rate 
increase that it be proved that all possible economies 
had been made, then the rate increase could not be granted 
until it had been determined what the economies were -- 
at least, that I am sure would be argued against ug, . 

COMMISSIONER ANGUS: I can see the point of 
that argument, but it seemed to me the argument in your 
brief was Something rather different, that the innocent 
might be punished with the guilty, and my suggestion was, 
the innocent have not completely demonstrated their 
innocence until they have made their reference to the 
tribunal; at that point it is demonstrated; you need 
not wait for the finding. 

MR. SPENCE: Yes, I understand what you mean. 

COMMISSIONER ANGUS: Another point on both your 
references is really this, that I have not as yet cer- 
tainly considered any improvements in Part Lite any 
Specific improvements. I thought perhaps the two 
railway companies, which had this tool put at their 
disposal but for the reasons that have been given by you 
and Mr. O'Donnell have never used it, might be in a 
position to say, "If it were slightly different or if 
it were considerably different we could use it ad- 
vantageously," and I wondered if thought had really 
been given to that point. 

MR. SPENCE: So far as I know we have not 
Studied any possibilities of changes in Part III, for 
the reason that we were satisfied with it the way it stood. 
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MR. O'DONNELL: We agree, As far as we are 
concerned, we think Part III is there and it is in its 
proper form, it provides a remedy which would be most 
useful in any given circumstances where it Should be 

and that it has not been in effect 
invoked, and it has not been invoked/heretofore for 
reasons which are in our view Sufficient does not 
Warrant changing it. 

I would just Say this, if I might, that so 
long as Parliament is the body to which reports concerning 
co-operation have to be made, there is no reason for 
confusing the two matters, co-operation under the C.N.- 
C.P. Act and rate increases under the Railway Act. 

Rate increases under the Reilway Act are dealt with 

by the Board of Transport Commissioners and under the 
law as it stands their decisions cannot be impeded or 
delayed through questions relating to co-operation under 
the ON, -C7yP) Act, because Parliament has reserved to 
itself the right to review those measures, and they 

have nothing to do with rate increases under the Railway 
ACL. So the situation is safe go long as the Acts 
remain as they are, We are to report to Parliament 
concerning co-operation, and we go to the Board of 
Transport Commissioners for rate changes either up or 
down. 

MR. FRAWLEY: of course, that was not our 
position at all, my lord, before the Board of Transport 
Commissioners, I won't repeat it; Mr. MacPherson Stated 
it yesterday. We simply appeal to what we call the 
inherent jurisdiction of the Board of Transport Commis- 
Sioners to say, "Here is a place where you have not 
Saved enough money." There is no question of con- 
fusing the two statutes, of course. The Board of 


Transport Commissioners were given very little 
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Jurisdiction, practically none, over the efforts of these 
railways to co-operate, but they still always could say, 
"He who seeks equity must do equity.' You must come in 
here and show that you have saved all the money that 
might have been saved under this statute. That is all 
we said. Perhaps the Board did not quite appreciate our 
point of view. 

THE CHAIRMAN: Did you point out instances 
within your knowledge where the railways might have saved 
Something and failed to do so? 

MR. FRAWLEY: No, we did not go that far, sir. 

THE CHAIRMAN: How else are you going to show 
anything? 

MR. FRAWLEY: We put the onus on the railways. 

THE CHAIRMAN: How can they decide any such 
onus? How can they show positively that they have done 
all that could humanly be done? 

MR. FRAWLEY: There could have been some attempt, 
Sir, to meet the position we put before the Board; there 
was not. 

THE CHAIRMAN: Well, what attempt? 

MR. FRAWLEY: They might have put somebody 
in the box to indicate, such as Mr. Armstrong, what they 
have done; they might have filed with the Board some 
Such information as this, because there are now pages 
and pages of what they have tried to do and what their 
efforts have been, more or less Successful; but they did 
nothing, sir. 

MR. O'DONNELL: It is merely a question of law, 
that is all. There was no question of onus. My 
friend says they put the onus on us. It gets to a 
matter of law. These matters are reported to Parliament, 


not to the Board of Transport Commissioners. That was 
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the argument that was put to the Board. The Board 
accepted it. 

THE CHAIRMAN: It seems to me the sensible and 
the only useful procedure would be for those who think 
that the railways have not co-operated in some particular -- 
each province knows -- the Prime Ministers of the provinces 
did complain in their request for this Commission that 
the railways had not sufficiently carried out this co-~ 
operative statute, so we would like to know -- tell us 
where -- give us an idea of where within Alberta or within 
Saskatchewan or withi® Nova Scotia they might reasonably 
have co-operated and failed to do SO. It seems to me 
that is the only useful procedure to adopt. If they 
come and say, "Here is what we have done, and we assert 
that is all we could do," then does it all stop there, 

Mr. Frawley? 

MR. FRAWLEY: Oh, no, sir. Before this Com- 
mission I propose to develop some things in Alberta that 
perhaps might have been done. But before the Board, 
Sir,it. was all lost in the question of whether the Board 
had any jurisdiction in the matter, and they kept talking 
about the limited jurisdiction. The Chairman of the 
Board is just a persona designata to serve as a chairman 
of these arbitral tribunals and that is as far as 
we ever got in our discussions before the Board, sir, 
and I say, with great respect, that our point was lost. 
Our point was that there was an onus on these railways 
to show by way of amelioration of their expenses that 
they had done all they could. 

THE CHAIRMAN: What do you mean when you say 
that they had done all? That they had done something -- 

MR. FRAWLEY: We did not hear anything about it 


at all, sir, 


aEgese 2G 


t 


2 
"sh 


s 


$i. ve 
f 


He 


Beets: 


J 


OT 


~ 


ral : < 


betel 


ay 


see 
& 


£3 


rf: 


, 


Sey ae tie ae 


crepe 
ee 


b 


6 et 


fark 


see 


oe 
- 


| 
ae% 


cy 
oe 


es 
i 
“~ 
Lars 


whe 


» See 


OL 


nok bert vos 


* 
“oe! 
* 


mS 


- Cay = 


MR. SPENCE; Naturally, the first thing -- 

THE CHAIRMAN: Who is going to say that that 
was all they could have done? 

MR. FRAWLEY: There was some cross-examination 
of the witnesses as to whether or not there wag anything 
pending at the moment under the statute, No, we were 
told there was nothing pending under the Statute. Your 
lordship must understand that we were in an impossible 
position. We did not know anything about the operation 
of this statute, what had been going on in Montreal or 
elsewhere, We hardly know in our ow provinces what 
schemes were undertaken. The account of their steward- 
Ship, as you might call it, that now appears in the 
Submission of the two railways is the first that we ever 
had of that sort of Chane ao file 

MR. O'DONNELL: The whole point is that there 
is no account of Stewardship to be given to the Board of 
Transport Commissioners concerning these matters. a 28 
a matter of law, That matter was submitted to the Board 
of Transport Commissioners, and the Board ruled On tt An 
the 21% case. It said there was no use going into these 
matters, they had no Jurisdiction, and they were matters 
that could not be discussed. 

THE CHAIRMAN: What is your attitude now, Mr. 
Frawley? The Board apparently held that you had no 
Jurisdiction; what is your attitude now? That there 
Should be a change made, and that the Board should be 
required hereafter to -- 

MR. FRAWLEY: Personally, my lord, I adopt the 
Suggestion of the Canadian Federation of Agriculture, 
that there should be some continuing supervision of the 
statute, that it should not be left to -- 

THE CHAIRMAN: By whom? There is supervision 
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by Parliament, apparently, we are told, You say there 
Should be supervision by the Board? 

MR. FRAWLEY: I read yesterday to the Commission 
what the Canadian Federation of Agriculture had Suggested, 
and that was the appointment of a continuing tribunal that 
would be given authority, a special tribunal to be set 
up to be given authority so that there could be some 
third party, there could be some public interest Super- 
imposed upon the operations of the two railways in this 
matter. That is all, sir. That 1s) the concept, I 
think. tol, the .~« 

THE CHAIRMAN: [I know, but what would you have? 
Would you have a third party travel around the country 
and find a locality where Something should be eliminated, 
Or an approach to the railways to deal with the Situation, 
and then impose it on them? 

MR. FRAWLEY: It is something very close to that. 
I will just read what the recommendation is. This is 
the recommendation of the Canadian Federation of 


Agriculture: this continuing tribunal, the Federation says 


"would be given authority to undertake 
research and investigate all possible ways 
to reduce deuplication of services and 
wasteful competitive practices; such 
tribunal to propose from time to time 

to the railway companies such measures 

the findings of their research show 

would be fruitful in effecting economies; and 
that the tribunal report each year to 
Parliament recommendations which 

they have made and the extent to which 
these have been adopted and carried 


out by the railways." 
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In my respectful Submission, that would be 
a step for’ward.; it would be Something more than it 
is at the moment, where it is left entirely to the 
railways. 

THE CHAIRMAN: It strikes me offhand that that 
would be a rather expensive body to set up. 1 aonmt> 
know; I am not sure of that. Might it not be a branch 
of the Board itself? 

MR. FRAWLEY: It might be. I think there was 
Some discussion -- I do not recall too clearly -- I 
think Dr. Hope was examined about that, and I do not know 
whether he held to a tribunal other than as apart from 
the Board of Transport Commissioners, or whether he was 
Willing that these functions should be discharged by the 
Board. Personally, I would think that in the kind of 
Board that we think will emerge from the operations of 
this Commission, they might be entrusted with this. 

THE CHAIRMAN: Then I want to go the full length 
and see how far it does go, Is it, then, the intention 
that the orders of this body are enforceable against the 
railways? 

MR. FRAWLEY: Well, that is a crucial question, 
and I do not think Dr. Hope went that far. I think he 
Simply said that they should have the right to propose to 
the railways. And surely, if the tribunal was there, 
commissioned by Parliament to do these very things, surely 
it would almost automatically have much more than a merely 
moral effect upon the railways to undertake these things 
and carry them out. I mean, my lord, if this tribunal 
reported year after year for two or three years that they 
had proposed certain measures to the railways and they had 
not been carried out, then probably further restrictions 


and powers would be given to this tribunal. I think it 
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is the Federations' thought that it might commence in 
this way and perhaps become Stronger afterwards, 

THE CHAIRMAN: You see, it would have to be 
a very well informed tribunal, to go throughout Canada 
and say, "Here, now, you ought to do this and that." 

MR. FRAWLEY: That is right, sir; and I think 
that this Commission -- 

THE CHAIRMAN: It seems to me it would require 
competent people ready to make very thorough research. 


MR. FRAWLEY: Oh, yes. I recall Dr. Hope saying 


THE CHAIRMAN: To find out what the bearing of 
what they do in one locality would have on another locality. 

MR. FRAWLEY: I think there would have to be 
engineers and so on attached to that kind of tribunal. 

He says, to undertake research and investigate all possible 
ways. Pern Tat is <- 

COMMISSIONER ANGUS: Mr. O'Donnell, if I might 
refer to something you said about the relationship between 
the two Acts, it says the Chief Commissioner of the Board 
of Railway Commissioners, which I Suppose would be the 
Chairman of the Board of Transport Commissioners, is to 
be the presiding officer of all tribunals, so that if 
there were tribunals the Chairman of the Board at least 
would be implicated in this. Now, is this true, that 
when this Act was passed, which was 1943, the immediate 
problem was to reduce what was called the Canadian 
National Railway's deficit and perhaps to help the 
earnings of the Canadian Pacific Railway during the de- 
pression, and that the shippers as a class would rather 
lose by co-operative measures than gain by them -- that 
is to say, they would be getting rather less service for 


the same money -- and if a new situation has arisen after 
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the war, in which the Shippers' interest is reversed 

So that their interest is in Seeing that measures of 
peubierkiaon g0 aS far as possible in order to make the 
demand for higher freight rates ag Slight as possible, 
some modification of the Act might be reasonable to take 


account of that change in position of the shipper? 


(Page 21020 follows) 
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MR. O'DONNELL: all I Would say to that, Dr, 
Angus, is thet it was not merely to lower the deficit 
for the time being but it was to stop what had been 
rather reckless competition on the part of the two 
railways. That is reflected in my submission in section 
17 (3) (c) which reads ag follows: 

"control and prohibition in respect of the 
construction of new lines and provision of facilities 
and additional services where no essential need of 
the public is involved, or where the result would be 
in the main the division of traffic already adequately 
provided for;" 

That wes another feature of the thing. 

THo CHAIRMAN: THaT is very near to controlling 

the deficit, 

MR. O'DONNELL: That is quite true. But it was 

to restrict that, Parliament under the Act as it now stands 
says "You will report concerning these matters to us." That 
was the reason why the Board of Transport Commissioners said 
that this p-rticular Act Was no part of their police juris- 
diction, so to Speak, You will find, Dr. angus and members 
of the Commission, in the 21% case at page 40,the paragraph 
which deals with that, The objections that my friend hr, 
Frawley is putting forward here or the arguments have been 
heard on four occasions by the Board and by the Governor in 
Council. The Board disposed of them in three paragraphs at 
page 40 in the 21% case. If the Commission thinks it might 
be convenient to have them put on record, I shall be glad 
to read them. 

THE CHAIRMAN: Read them, 

MR. O'DONNELL: I shall do SO, my lord. They are 


@as follows: 
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"The respondants advanced the argument that because 
of the provisions of The Canadian National-Canadian 
Pacific act 1933 (Can. chap. 33 of 1933) the Canadian 
National Railways and Canadian Pacific Railway Com- 
see be required to show that they had, as between 
themselves, carried out all co-operative measures, 
plans and arrangements possible to effect economies 
and produce more remunerautive Opsr.tion, .s directed 
by the said ACt, before any increase in freight rate 
is ullowed. 
The Canadian National-Canadian Pacific act does not 
confer upon the Board any duty or authority to re- 
quire the railway to Study and undertake co-operative 
measures with a view to effecting economies, or to 
review and investigate what measures they have taken, 
or might have taken under such Act. 
AS indicated during the hearing this is not a matter 
which would seem to invite Special inguiry on our 
part. Nothing can, therefore, be gained by entering 
upon any extended discussion of the Subject at this 
time." 
That is one of the matters which was refcrred to the 
Governor in Council on the appeal which was made from 
the 214 judgment and the Governor in Council, as the 
Commission will recall, °° instructed £6 review all these 
matters which were complained of. ‘The matter was dealt 
with at a latter hearing. of the Board of Transport 
Commissioners, 
THE CHAIRMAN: You say the Governor in Council 
were instructed to review? 
Line O'DONNULL: The Governor in Council instructed 


the Board to review. these:matters .or referred them to the 
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They were reviewed by the Board, ’ 
n the review judgment, that is the 8 5 judgment as ities 


been called, the judgment rendered on September 20, 1949, 
the matter is dealt with at page 4 by Judge archibald, 
then chief commissioner. He says in part as follows: 
"Dealing first with reference to the Board by 
order in council p.c,. 4678, in my Opinion no new evidence 
was furnished to the Board or new matters drawn to its 
attention which woulda justify disturbing the findings of 
the Board with respect to the following matters... 
(@) co-oper.tion pursuant to Canadian Pacific- 
Canadian National Act." | 

MR. FRa LEY: ‘Would you turn to page 11 and 
read what was said in the Second part of the judgment? 

MR. O'DONNELL: I will read the whole matter, 
if you wish, 

COMMISSIONGR .«NGUS: That finding by the Boaré 
is simply that the act does not confer certain powers, 

MR. O'DONNELL: THaT is right, 

‘THE CHAIRMAN: All we 3ne cdnete cannes is 
whether it 

/ would be desirable that the act should be amended so as 
to confer such powers on them or somebody else, 

Mk. O'DONNELL: ‘That igs Pileht.. 

THE CHAIRMAN: There igs nothing in what they said 

dealing with thet question. 

MR. O'DONNELL: That is true. I was merely 
putting on record the way in which they dealt,on three 
occasions . wth: . these various arguments. Then there 
is page ll as Mr, Frawley points out, in that judgment and 
then Phat review judgment that was rendered on February 28, 
1950, the matter is dealt with on page 8, I will not take 
the time of the Commission to read the rest of it, 

MAR. SHEPARD:: Mr, Chairman,it occurred to me it 
might be appropriate for se to read at this time one of 


the amenduents Manitoba has Suggested. It is a sub-section 
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to sections 325 A; it is already on record. It is sub- 
section 3 (c) and I think I might just read it. It reads 
as follows; 
"The Board in determining any application under this 
section shall have due regard to -- 
And the section as we have drafted it has to do with the 
determining of any general freight rate application, 
"-~ (c) Whether or not the railway is operated 
iene ly with due regard to any savings which 
have been,or should have been, effected included 
Savings under the C.N. ~ C.P. Act," 
I think that amendment would overcome the lack of juris- 
diction that the Board at present feels it has to take into 
account savings that might have been effected under the Act, 
While I am on my feet I might say a word as to Manitoba's 
attitude on this matter. You indicated a few minutes ago 
Mr.Chairman, 

/that you considered that the provinces should be prepared 
to bring out certain points as to where. economies could 
be effected in their own provinces, 

THE CHAIRMAN: If they know of any. 

MR. SHEPARD; So far as Manitoba is concerned, 
I think I should like to Say just this. There are none 
that we can point to definitely in Manitoba, but that we 
consider that possible economies in the operation of such 
& complex:: thing as a railway are matters which are 
Sssentially and peculiarly within the khowledge of the 
railways themselves, Our Suggestion would be that we 
are perhaps not competent as a province to say; ‘Now, 
if you do so and SO, you will save so much money." That 
is something really that the railways have to calculate 
and determine themselves. As far ee interest is 
concerned, we would go one step further and say that if 
this section as we have suggested it is incorporated into 


the railway Act, we would envisage that the Board of Transport 
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Commissioners, as reconstituted, would then be in a 

of persons 
position to have some one person or group on their staff 
who could say to the railways, "e think that perhaps 
you should study such and such a matter and we would 
like you to make a Study and give it to us. We will 
analyze it,and if we consider that economies could be 
effected in that way, that matter will be taken into 
account when there is a rate case." In other words, the 
Board would not order the railways to effect any economy 
but they would have available to them the results of the 
Studies which would show that economies could be effected. 
Then when the railways come in pleading financial need on 
a rate case, the Board would have reference to the studies 
and would say, "Your need woula not have been as pgreat if 
you had given effect to the Suggestion we made about: such 
and sucha a matter, and therefore we will reduce the amount 
awarded by way of a general increase, let us say, by the 
amount that you should have saved," That, broadly speaking, 
is Manitoba's attitude On the matter, 

MR. SMITH: If I may be permitted to say a few 
words, I should like to Say that I quite agree with every- 
thing that Mr, Shepard has said. I should like to refer 
the Commission to what I ©.t Said in volume 72 in referring 
to the American practice with respect to this matter, I 
said in that case, my lord -- 

MR. O'DONNELL: What is the page? 

MR. SMITH: Just a minute and I will give lir, 
O'Donnell the page. It was in answer to a Question which 
Dr. Innis put to me on page 14728 of volume 72, TI had been 
Speaking about the submissions in my brief with respect to 
Co-operation and Dr. Innis put this question to me: 

"COi.MISSIONER INNIS: I would like to ask you one or 


two questions, lr. Smith, 
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You do not think that the Canadian Pacific-Canadian 
National act reflects too closely the problems of 
the depression, and perhaps, is completely out of 
focus at the present time? 
MR. SMITH: Wo, I taink, Dr. Innis, it was due 
perhaps to the conditions at that time, but what 
I do suggest is this: we do not know; we have not 
available information as to whether or not there 
has been any attempt made by the railways to comply 
with the provisions of that Act. That 1s information 
which is peculiarly a a the counsel of the rail- 
nalegous 


wWayS... You will fina big “situation in the United States 


and the point has been taken -- 


There is some error in the transcript here. Then I 


continue: 


I am 


" We said it was a condition precedent that the 

railways in a rate case -- " 

referring now to the 21% case. 

"-- should establish that they had done everything; 
that they were efficient and that they had done 

everything to eliminate waste, 

Perhaps that was too extreme a position. But I find 

that the same position was taken by various bodies 


in the States, governmental bodies in that case, 


under the analagous lesistlation in the Unitea States,,,." 


Lhe analogous Legislation is now contained in soatinn L5A: 


of the Pabevebatc Commerce Act but is not nearly as wide 


Or as comprehensive as the provisions of the Canadian Nation- 


@l-Canadian Pacific Act. I continue: 


That 


"—- which provides for co-ordination and elimination... 
But the argument was made in these revanue cases --" 


is, the American cases. 
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"-- that it was a prerequisite that the railways 
Should establish that POLE dy In 

the last case Ex Parte 168, the I.C.C. refused 
the motion of the Secretary of Agriculture of the 
United States to institute an investigation as to 


the efficiency of the management of the railroads," 


the matter was discussed in Ex Parte 168, in volume ala 
I.C.C., page 695 at page 705, 

THE CHaIRMAN: What volume did you say3 Was 
that volume 262? 

MR. SMITH: Volume 272, 

THE CHAIRMAN: Of what? 

MR. SMITH: I.C.C., page 695, at page 705, 
The treatment which was given to that motion was this, 
The Commissioners in their report stated that under 
the legislation revenue cases were to have priority over 
any other case and therefore ‘in the 
limited time at the disposal of the commission on a 
Tevenue case, it would not be fair to the railways to 
have to have a prolonged investigation into these matters, 
But I do Suggest, sir, that it was recognized that it was 
incumbent upon the railways to plan to eliminate waste 
and of course we have the sane Statutory obligation under 
this Act;because the -.... Obligation is imposed upon the 
Tajlway companies for the purpose of effecting economies 
and providing for more remunerative operation..Jocettempt 
toiagree and continuously und to endeavour to agree 
upon Such co-operation measures, plans and nerandgewents as 
are fair and reasonable under the circumstances. That 
is section 16 (1). | 

I submit, my lord, that there is a Statutory obligation 


imposed by Parliament upon the railways and that cannot be 
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lightly treated. [I think it is recognized in the :;. 
cases to which I referred that there is a similar 

Obligation upon the railways and therefore it is a matter 
for investigation, The Commission decided it could not 
be decided upon in a revenue case ONE thet Should be 
continuous investigation by the Commission into 
into all these matters,and as a matter of fact over cue 
period since 1933 when they had a co-ordinator, he made 
numerous reports on the measures which could be adspted 
to Climinate waste and to promote efficiency, 

TH? CHAIRMAN: Who made those? 

MR. SMITH: The co-ordinator under the 1933 
Statutes in the United States, I am Speaking of the 
United States, 

THE CHAIRMAN: Oh, in the States? 

MR. SMITH: Yes. But I Suggest that a study 
of that case would be helpful to the Commission because I 
Suggest that it is manifest that the statutory obligation.. 
is upon the railways to show that they have complied with 
the provisions of the Act sand I do submit that the statutory 
obligation imposed by section 16 (1) is an obligation which 
remains Ba oe ent I think that 3°. can not be Overlooked, 
I suggest there Should be somebody that is empowered to 
make these ivestigations. I do not think that the Railway 
Committee which considers these matters I Suppose every year 
ide eel They only have to receive a report from one railway. 
There is no obligation upon the Canadian Pacific railway to 
make any report, There is @n obligation upon the Canadian 
National to make a report. But I suggest that there should 
be some iil toma imposed by statute, as is suggested by 
Mir, Shepard, en this question of whether or not there has 
been any compliance with the Act may be inquired into ,and 


that it Should be a continuous Study. 
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COMMISSIONER INNIS: Have you made any study of 
the position of the federal co-ordinator? 

MR. SMITH: I beg your pardon, sir? 

COMMISSIONER INNIS: You have made no study of 
the position of the federal co-ordinator in the United 
States? 

MR. SMITH: The matter is discussed at great 
length in Bigham. Have you a copy of that here’, Mr. 
Covert? 

MR. COVERT; No, I have not it here, 

MR. SMITH: I am sorry, my lord, I have not 
that here, 

COMMISSIONER INNIS: I wondered whether you had 
Something of that kind in mind for the Canadian situation. 

MR, SMITH: There is 9 chapter on co-operation 
in Bigham's book, 

MR. MacPHERSON: I think,my lord, that the reason 
that this is before the Commission at the present time is 
important. The question was raised before the Board of 
Transport on the various cases,as Mr. O'Donnell has gaid, 
It was raised by the provinces, and may I say raised 
immediately pase cpicn. cakes by the railways that it was not 
a matter that could be considered by the Board of Transport 
at all, The position that the provinces took was this: 
Here is a statute of Canada, the C.N,-C.P, Act'.which 
requires these committees to function and to function 
continuously to effect economies, What i has been 
accomplished? The railways objected to that, They 
said that the Board of Transport had no jurisdiction to 
deal with it, When we inquired of the railway witnegses 
as to what now was being done, what continuing work was 
being done, objection was taken to that line of examination, 
The Board of Transport may have been right in their 


poSition, I am not arguing now that they were right or 
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matter, 
wrong in saying that they could not go into that But I 


am Saying, as! the provinces said before the Board, that 
unless the C.N.-C.P. Act is to be regarded as a dead 
letter, then there should be some method or means of 
some tribunal dealing with the question as to what is 
being accomplished under that Act. I do not want to see 
too many tribunals -- 

THE CHAIRMAN: You say "dealing with what has 
been accomplished under the Act" 

MR. MacPHERSON: Under the C.N.-C.P. act. 

THE CHAIRVAN: That is what we are dealing with. 

MR. MacPHERSON: That is what we are dealing 
with, 

THE CHaIRMAN: Do you not mean more than that? 

MMR. MacPHERSON: That is how it comes before us. 
“e@ could not get it before the Board of Transport 
Commissioners at all. I am not anxious to see any more 
tribunals established, even as suggested here by the 
Federation of Agriculture; but I think that the amendment 
that Mr. Shepard suggests to the Tailway Act will 
achieve what we have in mind,because then the Board of 
Transport when being asked because of need to increase the 
rates for the railways, can go into the question as to 
what savings has been made and whather they are savings 
that are reasonable having regard to all the circumstances, 
‘ue have before us references to the Duff Commission. 

THE CHAIRMAN: What is that? 

MR. MacPHERSON: The Duff Commission “the Duff 
Commission back in 1932 hod-to.s9y.. relative to the 
necessity for co-operation. Before the Duff Commission 
and before the Committee of the House fantastic statements 
were made as to the savings that could be effected. We 
could not find out what savings had been effected. I think 


. the C.N. submission which I have not before me -- I have 
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the C.P,. submission here -  »= would indicate that the 
Savings amount to about $1 million annually or a little 
bit in excess of $1 million annually. I am merely in- 
dicating why the matter is before this Commission now, 
how it came to be here and the position of the province 
before the Board of Transport from time to time and the 
position of the railways. While I am not complaining at 
the moment as to the decision of the Board of Transport 
or ee it was right or wrong, I am saying that 
if they were right, then there should be such an amendment 
as Mir. Shepard suggests so that they may go into it. 

THE CHAIRMAN: The position seems to be this, 
Here is an act and these two railways come forward and 
they say, "Here is what we have done about the Act. Here 
it is." So far as I can find out at the present time, no- 
body rises and Says, "but they should have done Some thing 
here or there, and they failed to do it." are we to remain 
that way for the present? *Is no one now to Suggest, .>., 
with the full knowledge that you gentlemen have, each one 
in his own province, Something that should have been done? 
Is nobody in a position to say, " om thing might have been 
done in Ontario, in Quebec or in Nova Seotia which would 
help us greatly if we had that"? That was alleged by the 
premiers, 

MR. MacPHERSON: That is right. 

THE CHAIRMAN: They alleged that the railways had 
failed, They must have known what they were talking about. 

MR. MacPHERSON:Whot was alleged by the premiers 
was this, The premiers took what they had in this Duff 
Report, paragraphs 210 and 211 particularly ,and they said, 
"We have Sought to ascertain from the railways what the 
railways have accomplismied under this Act and we have been 


unable to find out anything about it. We do not know. 
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We are not in the railway business, We are not experts 
in railway operation, But we think that this is some- 
thing, when applications are made for freight rate 
increases, that should be given to us or this is infor- 
mation that should be given to us and be given to the 
Board of Transport and be given to the public, at a time 
when the applications are being made." That was the 
position the premiers took. As to the province of 
saskatchewan, I do not know of any particular instance of 
anything, but I notice one in the list that I should like 
to ask some questions of Mr. armstrong about. It is not 
in the Province of Saskatchewan but it does concern the 
Province of Saskatchewan, TI an Speaking now of the 

Fort “iilliam-Port Arthur terminal that was apparently 
discussed, and” savines that might be effected there, and 
how and why. That does concern us, particularly in two 
Seasons of the years in the fall and in the spring. This 


is information that we now have for the Tiarst. timey We 


triedto get that information before the Board of Transport. 


‘ie got none, We have some information now. But 

in the light of the figures that were used by the 
railway officials and Others before the Duff Commission 
and before the Parliamentary Committee, whether a saving of 
$1 million a year is all that can be accomplished by the 
railways is,I think,a matter that is of great importance 
in any application being made for freight rate increases, 

THE CHAIRMAN: At this moment we have to break 

ort. 
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-- AFTER RECESS: 

THE CHAIRMAN: I think you were addressing 
us, Mr. MacPherson. Had you finished? 

MR. MacPHERSON: TI had finished, my lord. 

MR. SPENCE: There a number of things I 
would like to say about what has been Said this morning, 
but I think it might be more appropriate to bring 
that in in argument, than at the present time. 

THE CHAIRMAN: Yes, as long as you bear them 
in mind. 

MR. SPENCE: With your lordship's permission, 
I would like to go on with Mr. Armstrong now. 

THE CHAIRMAN: Yes. Mr. Armstrong has been 
Peencine there for a long time now very patiently 


waiting. 


JOHN E, ARMSTRONG - Recalled 


EXAMINATION BY MR. SPENCE:- (Cont.) 
Q. Mr. Armstrong, yesterday you said something 

to the effect that each co-operative project involves 
a unification of competitive facilities or Operations 
involved in that project, and you added that invocation 
of the arbitral tribunal would add an element of force 
to such co-operation or unification. What are the 
views of the Canadian Pacific with regard to co-operation 
and unification? 

THE CHAIRMAN: You say co-operation and 
unification? 

MR. SPENCE: Mr. Armstrong mentioned the 
word "unification" and I think perhaps we had better 


get the views on the record. 
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THE CHAIRMAN: Tell us what he means by 
unification ? 

MR. SPENCE: Q. What did you mean by unifica- 
tion, Mr. Armstrong? 

A. What I had in mind in the term unification was 
the term "unification" as used by Sir Edward Beatty 
some years ago. 

THE CHAIRMAN: Q. You mean the unification of 
both railways? 

Ae ONG. BLY. 

Q. Under one management? 

A. I think the unification was to be under two 
managements, if I am not mistaken. 

Q@. What, then, would be the unification? 

A. Unification of all physical facilities; operate 
the physical facilities as one railway, with dual 
management. 

Q. Dual management acting together, co-operating? 
If they were separate - - 

ne) Lo cannot explain that, sir. 

). Perhaps we can get the proposal; it must 
have been in writing; it must have been expounded at 
the time -- I know it was -- and discussed and every- 
thing else. That is, if you are going to mention it 
at all we had better know exactly what it is. 

MR. SPENCE: Perhaps we can go on without 
discussing unification, because I think perhaps it is 
not material to this enquiry. 

THE CHAIRMAN: No, but you asked Mr. Armstrong; 
you used the work "unification" yourself. 


MR. SPENCE: Well, I have not the actual 
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proposal here, my lord. Perhaps I can produce that letter 
and give an absolutely accurate explanation of what Sir 
Edward Beatty proposed. At the present time, as I under- 
Stand it, we are not advocating unification or anything 
of that nature at all, and what I really wanted to draw 
from Mr. Armstrong by my question was that we are not 
here to propose or really to discuss unification, but I 
would like to get Mr. Armstrong's views on the other word 
he used, co-operation. 

THE CHAIRMAN: All right. 

MR. O'DONNELL: Then we are to forget about the 
use of the word "unification"? That is not in play? 

MR. SPENCE: I would think so, yes. Mr. 
Armstrong said, I think, that a co-operative measure 
was unification on a small scale of those particular 
facilities; but let us stick to the word ' 
project". 

THE CHAIRMAN: Do you call the running of a 
pool train unification to that extent? 

MR. SPENCE: I think so, to that extent, yes, 
my lord. 
Q. 


v 


Now, what is the Canadian Pacific's view as 
to co-operation, Mr. Armstrong, between the two 
railways? 

A. The Canadian Pacific is in favour of co-operation 
between the two major railw“y systems insofar as 
co-operation can be brought about without serious 
detriment to the competitive position of either 
railway. It is opposed to any type of so-called 
forced co-operation because it believes that co-operation, 


C’nnot be forced. 


‘joint co-operative 
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Q. Now, has progress been made in co-operation 
under the Canadian National-Canadian Pacific Act? 

A. Yes. Under co-operation and without invoking 
an arbitral tribunal, 17 studies have resulted in 
co-operative action producing an annual joint net economy 
of $1,189,240 under the conditions existing at the times 
the reports in regard to the several co-operative 
projects were submitted by the Joint Co-operative Committee 
to the Joint Executive Committee. 

Q. And those projects are listed in the Canadian 
Pacific's submission, Part I, at pages: Use and? issu Yes? 

A. Under the depressed conditions of the ninetecn- 
thirties, when the facilities of neither railway were 
being used to anything like their capacity, it was not 
possible to make economies by merging certain competitive 
facilities and operations of the railw’ys. The estimates 
of savings by such co-operative effort were based upon 
the then existing depressed conditions. For example, 
where one pool train could replace two trains operated 
independently by the railways there was a Saving. These 
Savings may not exist under present-day conditions. If 
that pool train consistently operates in two sections 
there may be little if any saving in train mileage or 
costs as compared to the operation of two independent 
trains. When both railways are operating at or near 
full capacity, as they have been during and since the 
war, there is relatively little saving to be made by 
co-operation. 

Q. Relatively little saving? 

A. Relatively little saving to be made by 
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9. In your Opinion, Mr. Armstrong, is there 
opportunity for further co-operation between the two 
major railways? 

Als © Ty my Opinion, some further Opportunities for 
co-operation between these major railways may be 
discovered in the future, but I doubt that under present 
traffic conditions such co-operation can attain to 
further estimated Joint net annual Savings equal to those 
listed for the co-operative projects now in effect. 

Q. You have mentioned the Joint Executive Committee 
and the Joint Co-operative Committee. Could you give 
a brief explanation of how those committees work? 

A. Under directions from the Joint Executive 
Committee the Joint Co-operative Committee has handled 
most of the co-operative matters dealt with since 
December 1932. From time to time, however, the Joint 
Executive Committee set up special committees to deal 
with specific co-operative matters. 

Generally, however, the method of procedure 
in developing a co-operative project is that under the 
instructions of the Joint Executive Committee the Joint 
Co-operative Committee has determined the principles 
upon which the investigation of each project should 
Proceed and, with the consent of the Joint Executive 
Committee, has arranged for the appointment of a 
Joint Local Committee composed of appropriate officers 
of cach railway, familiar with the local conditions, to 
collect all relevant facts and to submit a report thereon 
to the Joint Co-op@rative Committee. 

When a c@mplete report has been received 


from the Joint Loc&1 Committee it is examined by the 
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Joint Co-operative Committee to determine the overall 
Gross saving which might be expected to result from the 
adoption of the proposal, the capital expenditure, if 
any, necessary to achieve this saving, the effect of 
the adoption of the suggestion upon the operation of 
élther or both railways, the loss or gain, if any, 
of traffic which is likely to ensue from its adoption, 
and the effect of its adoption upon public convenience. 
If, having examined a5 ies ae involved, 
the committee concludes that on balance the proposal 
is one which it seems adviseable to adopt if a satisfactory 
agreement between the two railways can be reached, it 
turns its attention to the principles upon which an 
agteement should be drawn in order to equitably divide 
the burden and advantage between the two railaays. Having 
reached agreement upon such principles the committee 
then prepares a report to the Joint Executive Committee 
containing recommendations as to the carrying out of 
the proposal. If approved by the Joint Executive 
Committee this report is returned to the Joint Co-operative 
Committee to work out the details and put them in form 
for drafting of an cgreement by the law departments of 
the two railways. In many cases, approval of the Board 
of Transport Commissioners must be obtained before 
effect is given to the agreement. 
Investigation of a co-operative project 
must be made by officers familiar with that particular 
Situation. A Joint Local Committee must, the.refore, 
consist of officers engaged in the day-to-day @peration 
of the railways they represent, and the work of 2 Joint 


Local Committee must be subordinated to the reguar 
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duties of such officers. 

Q. Mr. Armstrong, in the brief of the Canadian 
Pacific, at pages 132 to 138 inclusive, a great number 
of projects are listed, some of which have been accomplished 
and all of which haved been given Study. Can you tell me 
how these projects or projects of this kind were originated? 

A. Generally, these projects were originated by 
the Joint Executive Committee on its own initiative 
or were recommended to that Committee by the Joint Co-operative 
Committee. Co-operative measures discussed before the 
Duff Commission, as well es other measures Suggested 
by members of the Joint Executive Committee, were 
considered. As the various studies by the Joint Co-operagive 
Committee progressed, further ideas for possible 
co-operation were developed by it and were recommended 
to the Joint Executive Committee. Both the Joint Executive 
Committee and the Joint Co-operative Committee welcomed 
Suggestions, and pertinent suggestions were assigned to 
the latter committee for study. 

Q. At pages 132 and 133 of Part I of the Canadian 
Pacific submission there are 17 co-operative projects 
that are now in effect, with an annual joint economy 
of $1,189,240. That figure is shown at the foot of 
page 133. 

THE CHAIRMAN: Tell me this, Mr. Spence: 
do you give dates here? When, for instanee, was the 
last co-operative agreement entered into? 
MR. SPENCE: I see one, Mlix-Nevis, which is 

a little below the centre of page 133, inwhich the 
effective date was October 18, 1948.. The one below 
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effective date was September iy 197, 

THE CHAIRMAN: Those appear to be the latest? 

MR. SPENCE: I think those are the latest, yes, 
my lord. 

THE CHAIRMAN: I see. In the case of this one 
in Alberta, the Canadian National abandoned nine and a 
half miles of line and used Canadian Pacific line between 
these points, effective date October 18, 1948. 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: That is the last one? 

MR. SPENCE: That is the last one, yes, my 
fOr . 

Q. Mr. Armstrong, have you anything to say about 
these projects that are now in errect? 

A. Nothing other than to Say that they are in 
effect and that the estimated annual joint economy is 
that estimated under conditions existing at the times 
the Puespective reports in regard to the several projects 
were submitted by the Joint co-operative committee to 
the Joint Executive Committee. 

Q. Commencing on page 134, there are fifteen 
co-operative studies listed indicating a further estimated 
ennual joint net economy of $774,525, and that figure 
iS shown near the middle of page 135. Have you anything 
to say about those studies? 

A. I would point out that the first three are 
line abandonments projects approved by the Board of 
Transport Commissioners but not yet in effect, that the 
next one is a line abandonment project considered by 
the Board of Transport Commissioners but for which no 
order has as yet been issued, that the next nine are line 


abandonment projects d:isallowed by the Board of Transport 
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Commissioners, and that the last two are projects 
recommended by the Joint Co-operative Committee but 
not proceeded with. 

THE CHAIRMAN: Pardon me a moment. Mr. Spencc, 
reference has just been made to projects disallowed by 
the Board of Transport Commissioners . Perhaps we could 
hear some more about them. It would be interesting to 
know why they were disallowed, who if anybody opposed them, 
and so on. 

MR. SPENCE; Yes, my lord. 

THE CHAIRMAN: I am not saying right now, 
but be°r that in mind. It would give us an idea of how 
the Act works out, you See. 

MR. SPENCE: I think possibly Mr. Armstrong 
may have something to say about that in a few minutes. 

Q. The first three of those are line abandonment 
projects approved by the Board of Transport Commissioners 
but not yet in effect. Now, perhaps you would care to 
say something further about these, Mr. Armstrong. The 
Middlcton-Bridgetown abandonment, the Langdon-Beiseker, 
and the Forth-Ullin? 

A. The Middleton-Bridgetown Canadian National 
abandonment, I would say that the Province of Nova 
Scotia, the Municipality of Annapolis, the Towns of 
Bridgetown and Middleton, and the owners of the fruit 
warehouses along the line of the Canadian National 
from Middleton to Bridgetown in 1939 appealed to the 
Governor-in-Council from the decision of the Board 
of Transport Commissioners soon after that - - 

THE CHAIRMAN: Q. Pardon me. A decision 
to whet effect? 
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Approving it. 


Approving of the abandonment? 


Mr. Armstrong 


Approving the abandonment, oa, Gir. That t¢6 


heading of "Abandonment Projects Approved by 


And what happened before the Government? 


These parties appealed in 1939 to the Governor-in- 


Board of Transport 


Commissioners soon after that Board had approved this 


project, and the appeal is still pending. 


Q. 
A. 


a) . 


A. 


Since 1939? 


Yeu, sir; 


And the abandonment has not yet taken place? 


Has not yet taken place. 


Tvains are still running? 


Trains=are- stiti running, yes, sir. 


MR. SPENCE: 9. The Langdon-Beiseker? 


In connection with the Langdon-Beiseker Canadian 


National-Canadian Pacific abandonment, I would say that 


when the 


project in 1941, they somewhat altered the track arrangements 


contempla 
what redu 


project. 


Board of Transport Commissioners approved this 


ted by the railways and correspondingly some- 


ced the estimated annual Joint economy of the 
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and Keoma on the Canadian Pacific line to be abandoned 
were practically filled to capacity and it ws estimated 
that there were still one hundred thousand bushels of 
grain in the hands of farmers adjacent to these points. 
With another crop coming in 2 few months there was the 
possibility that the grain storage situation in the fall 
would be even more acute than in the spring of 1941. It 
was felt, therefore, that it would be necessary to operate 
trains over the Canadian Pacific line north from Langdon 
until such time as the situation cleared up ,; as it would 
not have been in the public interest to abandon that line 
at that time. The abandonment, therefore, was deferred. 

Q. Then the heavy traffic of the war came along, 

I suppose. Now, the Forth-Ullin abandonment project, can 
you say anything about that? 

A. In connection with the Forth-Ullin Conadian 
Pacific-Canadian National line abandonment, I would say 
that immediately after the approval of this project 
by the Board of Transport Commissioners in 1942 2 Member 
of Parliament, on behalf of the farmers, the business 
people and others affected by the proposed abandonment, 
protested the Board's decision to the Minister of Transport 
and requested that abandonment be postponed until after 
cessation of hostilities. Shortly thereafter the same 
Member of Parliament appealed to the Governor-in-Councll. 
This appeal was considered by the Cabinet on November 5, 
1946, and was disallowed. In 1947 three serious protests 

this 
were filed against abandonment. In view of all these - - 
THE CHAIRMAN: Q. Filed where, Mr. Armstrong? 
Filed with whom? 
A. I think all three with the Board of Transport 


Commissiorers. I know in one case tthe Canadian Pacific 
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reccived a copy which they said they were going to file 
with the Board of Transport Commissioners, and in another 
case received a copy of what they had filed. In Pact; 
I think they received that through the Board of Transport 
Commissioners. 

COMMISSIONER INNIS: Q. What is a serious 
protest? 

A. A very substantial percentage of the residents, 
business people and others in that immediate territory. 

THE CHAIRMAN: Go on, then, Mr. Armstrong. 
MR. SPENCE: 4. Then there have been further 
developments in that territory? 

haerln. whew. of: e211 these, and of recent developments 
in Alberta, particularly in connection with the discovery 
and development of oi] fields, the extent of which is as 

yet unknown, the advis bility, of abandoning this 
line seems very doubtful. 

Q. Then I see under the next heading, the Dranoel- 
Medonte and Lindsay-Bobcaygeon Bhenionnene -- how did it 
happen that the Board of Transport Commissioners issued 
no order in coneection with this project, Mr. Armstrong? 

THE CHAIRMAN: Are you into another classification? 
MR. SPENCE: Yes, my lord. In the middle of 
page 134 there is a heading with only one case under it -- 
"Line Abandonment Projects Considered by Board of 
Transport Commissioners but no Order Issued" -- and I 
wanted an explanation of why no order was ever ordered in 
that case. 
2. Could you tell. the Commission that, Mr. Armstrong 
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A. Subsequent to tthe Board hearing- - 
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THE CHAIRMAN: Q. When was the hearing? When 
did it take place? About when? What year was that? 

A. I would say 1940 or 1941. I can give you the 
exact date in a moment. 

Q. Well, that is all right; that is near enough. 

A. Subsequent to the Board hearing, local interests 
at Lindsay, Orillia and Uthoff pointed out that war 
industry was rapidly increasing on the line to be 
abandoned and urged that the project be defo wren. The 
Canadian Pacific submitted the matter to the Board of 
Transport Commissioners, who agreed, and deferred issuing 
én order ‘under the judgment of July 10, 1940. 

The judgment was issued, but they made no order under it. 
An order has not yet been issued. 

MR. SPENCE: Q. Now, what have you to say as 
to the next class of cases, the nine line abandonment 
projects disallowed by the Board of Transport Commissioners? 

A. In connection with the Arnprior-Eganville Canadian 
National abandonment, the first one on whe ier, \the 
Board of Transport Commissioners approved the project in 
1940 but in 1941, upon application of J.R. Booth Limited, 
it agreed to hold a re-hearing of this case and issued 
an order rescinding the approving order. This re-hearing 
has not yet been held. 

THE CHAIRMAN: In the meantime what has 
happened? 

MR. SPENCE: No abandonment has taken place, 
my lord. 

THE WITNESS: The other eight line abandon- 
ments were disallowed because the Board was unable to 
find that the burderm which might be imposed upon the 


railway company concerned through continued operation 
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of the line of railway would prove greater than the loss 
and inconvenience to be suffered by the public as a 
result of the abandonment. 

THE CHAIRMAN: 9. You say eight other cases? 

A. Eight other cases. There werenine - - 

Q. In each of these eight cases can we be told what 
proceedings took place, whether the applications were 
Opposed by anybody? 

MR. SPENCE: The applications were opposed in 
certainly all the western cases by the Provinces as well 
as by the residents along the line, the municipalities, and 
So on. In fact, in Manitoba two counsel travelled with 
the Board when the Board was considering the line abandon- 
ments in Manitoba, and offered opposition to the abandon- 
ments :t each point where the Board stopped. 

THE CHAIRMAN: Counsel representing whom? 

MR. SPENCE: Counsel representing the Province 
of Manitoba, my lord. In Alberta, for example, my friend 
Mr. Frawley himself appeared in opposition to the - - 

MR. FRAWLEY: Not that one. You have to put me 

down where I applicd, in those that were not successful 
I appeared in the one at page 134, the Langdon-Beiseker 
Case, and the railway won that one. I did not eppear in 
the C rbondale-Egremont Case. In fact, I was going to 
ask Mr. Spence to be good enough to say whether or not 
the Province appeared in that Crrbondale-Egremont Crse. 
I know there was opposition, but my recollection is that 
the Province as such did not appear. But in the Langdon- 
Beisexer abandonment I appeared and was unsuccessful. 

THE CHAIRMAN: On page 134, Mr. Spence -- I 
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Abandonment Projects Recommended by Joint Co-operative 
Committee but disallowed by the Board of Transport 


" The first one there is Arnprior-Eganville. 


Commissioners. 
Have you told us who Opposed that? 

MR. SPENCE: Arnprior-Eganville -- I am 
Spceeking from memory, but the Province I think did not 
Oppose that. That is the Province of Ontario. 

THE CHAIRMAN: Who did Oppose it? 

MR. SPENCE; The Municipalities. Perhaps I 
Should not - - 

THE WITNESS: May I inverject om that; Mr. 
Spence? 

MR. SPENCE: Yes, perhaps Mr. Armstrong had 
Detter tell us ; 

THE WITTESS: In connection with Gite wink. Web 
re-read what I gave a few minutes ago. in connection with 
the Arnprior-Eganville Canadian Nationel abandonment, 
the Board of Transport Commissioners approved the project 
in 1940 but in 1941, upon application of J.R. Booth 
Limited, it agreed to hold 2 re-Nearing of this case, 
and issued an order rescinding the approving order. 

MR. O'DONNELL: And the re-hearing has not 
yet been held. 

THE WITNESS: And the re-hearing has not yet 
been held. 

THE CHAIRMAN: Now, the next one, Cataract- 
Fergus. 

MR. SPENCE: Cataract-Fergus is in Ontario, 
my lord. I appeared on that case, and my recollection 
is that it was opposed by the Municipalities along the 
line to be abandomed, and opposed by the Counties, but 


not opposed by the Province. 
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THE CHAIRMAN: By the Municipalities, the Counties? 

MR. SPENCE: Yes, my lord, the Municipalities 
and Counties that would be effected by the abandonment. 

THE CHAIRMAN: What about the MacGregor-Varcoe? 
That is the one you spoke about? 

MR. SPENCE: Yes -- MacGregor-Varcoe, Louise- 
Deloraine, Portage la Prairie-Gladstone, Hamiota-Miniota, 
Halboro-Beulah, Reston-Wolseley. 

THE CHAIRMAN: All you have in Manitoba there, 
you scem to have five cases; is that right? 

MR. SPENCE: Five cases, yes, my lord. 

THE CHAIRMAN: Were they all opposed? 

MR. SPENCE: Well, I think I am correct in saying 
they were all opposed by the Province of Manitoba. I 
was not personally present at those hearings, but I have 
reed the proceedings, iand I think it. is correct that the 
Province opposed them all. 

THE CHAIRMAN: Then there remain one in S°skat- 
chewan and one in Alberta. In Saskatchewan, Reston- 
Wolselcy, who opposed that? 

MR. SPENCE: I cannot speak about that, my 
lord. I do not recall at the moment whether that was 
Opposed by the Province of S skatchewan or not, but I 
can find out. 

THE CHAIRMAN: Then what about the Carbondale- 
Egremont? 

MR. SPENCE: Carbondale-Egremont, Mr. Frawley 
says he did not oppose that one, and of course I have 
no recson to doubt that. 

MR. FRAWLEY: It was opposed, and I was only 
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THE CHAIRMAN: Who did Oppose it? 

MR. FRAWLEY: I recall it was opposed by the 
municipality, and was opposed very vigorously. 

Just while we are on the point, let us go 
back to page 134, Speaking of the Langdon-Beiseker matter, 
Just to have the record perfectly clear. 

THE CHAIRMAN: Which matter is that? 

MR. FRAWLEY: Langdon-Beiseker, the case in 
which I appeared perponaitive lt ts called a project 
approved by the Board but not effective. In that case 
I appeared as counsel for the farmers concerned. My 
friend may say that is 2 distinction without a difference; 
in other words, I was assigned to act for the farmers 
concerned. The Province as such did not actually appear 
pe’ a (party. 

THE CHAIRMAN: In any event, you Lost? 

MR. FRAWLEY: I lost it, in any event. 

COMMISSIONER INNIS: What was the explanation 
of that conspicuous failure? 

MR. FRAWLEY: Well, prowably the fact that I 
was there, sir, to start with. In the case which the 
railways put up, they challenged our case that there 
would be great inconvenience to the farmers, to have to 
draw their grain across country to these other elevators 
that Mr. Armstrong has told us about. That was the 
nature of the case, sir, that if the line was abandoned 
they would have to use the elevator. I want to be 
perfectly frank about that. These farmers would come 
in and give their evidence, and in each case the Canadian 
Pacific counsel -- Canadian National counsel were there 
too -- would ask these farmers how they had come into 


C'lgary that day to appear at the hearing, and they would 
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Sey they had come in by bus or in their own cars. Then 
they would be asked how they got their goods to market, 
their farm produce to market, their livestock for instance, 
end the answer would be, mostly by truck; and how they 

got other things out to their co-operative stores, and 

SO on, and the answer would be, by truck. But of course, 
the clevators were therc, and the grain had to move by 

rail. So, to be perfectly frank, that was the general 
nature of the resistance that the farmers made and of 

the case which the railways made out. 

MR. MacPHERSON: In respect of the Reston-Wolseley 
hearing, I am not sure whether the Province was represented 
we not, *my-loerd: Ll do récollect that hearing <1 was net 
involved in it at all, but I do recoleect that the burden 
of the opposition in Saskatchewan to the application was 
taken by the towns along the line south of Wolseley, 
and I remember the counsel who led was Mr. H. Thompson, 
K.C., who is now Judge Thompson; he was the leader. I 
do not recollect whether anybody appeared on behalf of 
the Provencener toe. I’think I should Say, in -Tatrness, 

I believe that the Province, the Government of the day, 
Supported the position taken by Mr. Thompson. That is 
quite an old part of the Province of Saskatchewan; there 
were 2 lot of towns along that branch. 

MR. FRAWLEY: I am very glad Mr. Spence has 
called my attention to the actual judgment of the Board 
in this Langdon-Beiseker case. There, according to the 
records of the Board of Transport Commissioners, Mr. 

J.J. Frawley, K.C. and Mr. D. N. Gardner appeared for 
the Province of ‘/lberta, and the Municipalities interested. 
I said that perhaps it was a distinction without a 


difference, but I recall that the Government instructed 
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mc to “ppear there on behalf of these farmers and 
Municipalities who were interested. 
COMMISSIONER ANGUS: When the Board considers 

what weight should be given to Opposition by a Provincial 
Government or by the Municipalities *.does the Board 
take account of whether or not the Provincial Governement 
is one which is regulating trucks? 

MR. FRAWLEY: Well, certainly in Alberta that 
question did not come up, sir. In the Province of Alberta 
that question was never raised. I would Say, 081285 that 


the Province of Alberta :as such in this case in which I 


appeared received no particular consideration. I was there, 


as the record says, for the Province, but really counsel 
assigned to these Municipalities and these farmers. The 
people I was really acting for were these farmers. But 
the question of whether or not we regulated trucks et that 
foe 01d neby come’ up, sir.” In fact, I .do\ not! think that 
the fact that the Province opposed as the Province had any 
more weight than the fact that John Brown, who would have 
to haul his grain ten extra miles -- I do not think it 
has any more weight at all than Mr. Brown. 

THE CHAIRMAN: In that case the Board held 
against the opposition? 

MR. FRAWLEY: In that instance that is true. 
It was a perfectly fair trial, and they held against 
our contention. 

MR. SPENCE: But in these other cases the 
Board supported the opposition and refused to allow the 
abandonment. 

COMMISSIONER INNIS: How many cases went 


beforc the Governor-in-Council? 
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MR. MecPHERSON: One. 
COMMISSIONER INNIS: Just one? 
MR. MacPHERSON: One, I think. 
THE CHAIRMAN: I think Mr. Armstrong mentioned 
two. 
MR. SPENCE: Yes, I think so. 
THE CHAIRMAN: He mentioned one in 1939, as 
to which he said there has been no decision yet handed 
down, and the other one later. 
THE WITNESS: The first was Middleton-Bridgetown, 
and the second was Forth-Ullin. 
THE CHAIRMAN: 9. What was the second one? 
A. Forth-Ullin; that was dismissed by the Governor- 
in-Council. 
Q. The appeal was dismissed? 
no)". Ves'. 
MR. FRAWLEY: Yes; the appeal in that one 
was not by the Province of Alberta; the appeal was by a 
Member of Parliament. 
THE WITNESS: Yes. 
COMMISSIONER INNIS: By 2 liberal member? 
MR. FRAWLEY: Well; if it was Forth-Ullin, 
no, t do not think so. 
THE CHAIRMAN: What year was that? 
MR. FRAWLEY: 1942, the hearing. 
THE WITNESS: The Forth-Ullin, my lord? 
THE CHAIRMAN: Yes. 
THE WITNESS: The appeal was made in 1942, 
and the decision on November 5, 1946. It was dismissed 
On NOvember 5, 1946. 
COMMISSIONER ANGUS: When a line is abandoned, 


does that mean that the service is completely discontinued, 
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or docs it mean further that the rails are taken up and 
further traffic made impsssible? 

MR. SPENCE: It means that the rails are taken 
up as & general rule. There have been cases in which an 
“bandoned line has been allowed to lie for some years, 
and then eventually the rails are taken up as they are 
necded elsewhere; but as a rule I think it is correct 
to sey that when a line is abandoned one of theopjects 
is to retrieve the salvage in the rails and Bor ini or 
ene necessity of maint °ining the ditches and fences 
and that sort of thing. The land is disposed of to 
the adjacent farmers, and all responsibility of the rail- 
mow S72 CCS... 

THE CHAIRMAN: And if an abandonment order is 
rescinded, do you have to put the rails back again? 

MR. SPENCE: I do not know that the case has 
ever occurred. 

THE WITNESS: Mr. Spence, may I speak on that 
for just a moment, please? 

MR. SPENCE: Yes. 

THE WITNESS: I believe the Board of Transport 
Commissioners only authorizes abandonment of operation of 
the line. The rail itself may or may not be taken itp. 
at the option of the owner. 

COMMISSIONER ANGUS: 9. At the option of the 
line? 

A. At the option of the owner, yes, sir. 

THE CHAIRMAN: Have you any cases where 

abandonment was asked for and allowed, and then after 


@ while the traffic resumed again?-- any such cases? 


(Page 21061 follows) 
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MR. SPENCE: 94, Perhaps Mr, armstrong can 
say that, 

Ae I would point particularly to the abandonment 
made by the Canadian Pacific exclusively between Lindsay 
and Orillia. 

THE CHaIRMAN: QWas that abandonment an abandon- 
ment made by order of the Board, applied for.? 

A. We applied for an order to cease Operation of 
the line between Lindsay and Orillia. 

Qe And you obtained it? 

A. And that was granted in 1932. In 1937 we took 
up the track and in 1940 or 1941 we seriously egd (bat 
track to handle the business that was moving. 

Qe On account of the war? 

Ae On account of the war business, 

COMMISSIONER INNIS: @. Dia you put it down? 

A. No. It was too expensive to put down and 
materials were not available at that time. 

MR, SPENCE: I think you told the Commission, 
Mir. Armstrong, that these eight linez abandonments were 
disallowed because the Board were unable to find that the 
burden which might be imposed upon the railway company 
concerned through continued Operation of big eerie would 
prove greater than the loss and inconvenience to be suffered 
by the public as a result of the abandonment. What have 
you to say about these two projects which are noted on 
page 135 as recommended but not proceeded with? 

A. The first one of these is for joint switching, 
\Mimico-Swansea and North Toronto-leaside areas, although 
for this project the joint co-operative committee report 
contemplated what seemed to be a comparatively simple co- 
Operative undertaking, more detailed investigations in 
connection with the preparation of an agreement to implement 


the proposal developed unforesemdifficulties, and final 
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agreement has not yet been reached, 

Qe What about the Bala Park Wanup abandonment? 

Ae In connection with the Bala-Park-Wanup 
Canadian National Line abandonment, I would say that in 
order to bring about equitable distribution of burden 
and advantage it is helpful, in some cases such as 
for example in the abandonment of some portion of a 
railway's main line, to have at the same time a oorres- 
ponding abandonment by the other railway. icra was no 
Canadian Pacific main line abandonment in 
contemplation ---4, 

Qe That is, a corresponding abandonment somewhere 
else? 

Ae Yes, a corresponding abandonment elsewhere, 

Qe Yes? 

Ae There was no Canadian Pacific main line 
abandonment in contemplation corresponding to the Bala 
Park-\Janup abandonment by the Canadian National. The 
lotier, therefore, was held in abeyance until such a 
Canadian Pacific abandonment might be developed. 
\.eantime war came upon the country, 

THE CHsAIRMAN: What is the purpose of that 
method of proceeding? Is it so that one railway will 
hot secure an advantage over another? Is that the idea? 

MWR. SPENCE: Yes .These agreements, when they 
are made, are made in perpetuity and you have to estimate 
into the future what possible traffic may be eae the 
Savings may be. You put the best figure on it you can, 
But you may be failing to take into account developments 
that may occur in the future. Perhaps I should say that 
the result may be that ten years or twenty years from 
the date on which this perpetual agreement was made, the 


Situation might have developed to such an extent that the 
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previous agreement would be very unfair to one party, 

THE CHAIRMAN: The considtration is the 
abandonment by the other party im some other locality. 
Is that right? 

MR. SPENCE: They try to balance the two to- 
gether so that if there isa disadvantage to one party 
twenty years from now in one case, it will balanced, 

THE CHAIRMAN: That 1s, in one locality? 

MR. SPENCE: In one locality. If there is a 
disadvantage there, there will probably be a corresponding 
advantage in the other case, 

, THE CHAIRMAN: 

, So that in this case, the Bala -Park-Wanup 
abandonment, the proposal was to abandon 141.4 miles of 
Canadian National lines. Is that it? 

MR. SPENCE: Yes, my lord, 

Even though 

THE CHAIRMAN: / that would have meant a 
saving in that locality, it was not proceeded with because 
the Canadian Pacific could not be called upon to make a 
Similar sacrifice in some other part, Is that right? 

MR. SPENCE: As I understand it, it was deferred 
for a time, 

THE CHAIRMAN: For that purpose? 

MR. SPENCE: For that purpose, so that another 
one would turn up. 

THE CHAIRMAN: Do you think that comes within 
the Act? Do you think the Act permits that sort of consider- 
ation to be used? 

MR. SPENCE: , It would be exceedingly 
difficult to get one compahy to go into an agreement in 
perpetuity in which it interests might in the course of 
years be seriously injured if it did not have a chance of 
Svening up by a corresponding agreement somewhere 


In order to progress in co-operative measures, 


co-operative spirit, they have 
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tried to balance off these possibilities, It is easier 
to reach an agreement if you have two pfs ucuesane Similar 
nature.- that is, two projects of a somewhat similar 
nature - considered together, 

THE CHAIRMAN: Yes, I think it is helpful to 
us that there is at least one case of that order, because 
it is a problem that I must say that I had not thought of, 
Here apparently is an advantage that might have been secured 
under the Act,but which cannot be secured because the 
Canadian Pacific is not in a position to render a quid pro 
quo to the other radiiway. That-is right. as Wivnoet? 

MR. SPENCE: I think what we thought was an 
advantage at that time; anyway, it was deferred for a 
time until another one Should turn up that could be 
balanced against that. There may have been some delay. 

THE CHAINWAN: That is, the C.N.R. was not to 
be called upon to make this particular sacrifice until 
you could make a similar one Somewhere else. Is that it? 

MR. SPENCE: Yes. That was the idea, 

Qe Then could you just proceed, Mr. Armstrong, to 
deseribe what happened in that case, 
A, In order to pick up the line of thought, I will 

read the last sentence that I read before, 

THE CHAIRMAN; Pardon me, but what are you going 


to read? Would you repeat what you said? 


A, In order to pick up the trend of thought, I will 
read the last sentence I read before ,because the following 
Statements depend on it. 

MR. SPENCE: You are still Speaking of the Bala: 
Park-Wanup abandonment? 
Ae Yes, still speaking of the Bala-Park~-wanup 


abandonment. The latter, therefore, was held in abeyance 


until such a Canadian Pacific abandonment might be developed, 
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Meantime war came upon the country. During and Subsequent 
to the war both the Canadian National line to be abandoned 
and the Canadian Pacific line, over which joint co-operation 
Was to have been arranged , were both used Substantially to 
capacity. It is now doubtful that the traffic Over the 

two lines could be handled over either one of them alone, 

Qe On the lower part of page 135 there are two 
projects noted which were investigated in the first 
instance ag Co-operative projects but were later proceeded 
with as exclusive projects. That is to cAihartedteks re 
company decided to proceed independently, as I understand 
it, and give up its operation: without sharing the savings 
or being compensated by the other railway for a loss of 
traffic. Would you explain that situation? 

Ae inher “Lipet..of, these. is the Ste. Therese-St, 
Bustache Canadian line in Quebec which was initially to 
have been a Canadian Pacific abandonment. The Ste.Therese- 
St.Hustache Canadian Pacific abandonment was first reported 
upon by the joint Co-Operative committee as a co-operative 
territorial abandonment. In order to define that term 
"territorial", I may say that the Canadian Pacific was to 
take up its track ana abandon i:, not only the railway but 
the territory that the railway served, Subsequently more 
detailed Study of the situation indicated that under a 
cCO-Operative undertaking the financial benefit to the 
Canadian Pacific would be less than it would be were the 
Canadian Pacific to make an exclusive abandonment, This,, 
of course, would have been a co-operative absurdity, It 
was arranged, therefore, that the abandonment would be 
undertaken as an exclusive Canadian Pacific project and 


this was done, 


Q. Yes, Then we come to the Joliette--Montfort Junction 


abandonment, 
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A. In connection with the Joliette-hontfort 
Junction and Fresniere-Shawbridge Canadian National 
abandonments, and the two were combined in the studies, 
the original joint Co-operative committee report con- 
templated abandonment of these lines as a co-operative 
project with joint use of 46.5.miles: of 11 tS Mk sO 
Canadian Pacific line. Subsequent study, however, 
indicated that the Canadian ‘Pacific line could not 
accommodate the Canadian National traffic using their 
Fresniere-Shawbridge line and the application to the 
Board of Transport Commissioners dealt only with the 
Joliette-Mont fort Junction portion of the proposal. 
Subsequently, however, the Canadian National completed 
their own new line from Mount Royal to Bout de L'Isle 
Which made teydenéssary for them to secure running rights 
Over Canadian Pacific lines ana permitted them to abandon 
ROLE 3s. Jolistte-Montfort Tie eton ae an exclusive 
project. 

Qe Then at the foot of page 135 there is an item 
with respect to Birds Hill-East Selkirk Manitoba line 
abandonment. Do you care to say anything about that? 

A. fhe Canadian Pacific submission states that 
the following rein ar veo ommended wos. subsequently 
found to be inadvisable on account of increasing industrial 
development in the territory. All I can Say is that in 
&@ developing country, conditions change rapidly. Such 
& change took place in this case before the recommended 
project could be implemented, 

we Then at the top of page 136 and continuing 
part way dow page 137 there are listed, I believe, 
twenty-eight Co-operative proposals which were found to 


be uneconomical, Do you care to say anything about those 


proposals? 
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A. Each of these twenty-eight proposals were studied 
and each would have resulted in 4 Joint net annual loss 
to the railways or in a Joint net annual Saving so small 
as not to warrant the expenditure required to make the 
proposal effective. 

THE CHAIRMAN: Q. Both railways agreed in those 
cases not to go any further? 

A. ¥es,, sir, 

MR. SPENCE: Yes, my lord. 

Q. Page 137 and running over onto page 138 there 
are listed fifteen co-operative proposals which study 
was interrupted owing to war activities. Could you 
Just explain those, My. Armstrong? 

A. When the war interrupted these studics they had 
progressed to various stages of development, On some 
of them the joint local committee'.. reports had not yet 
been submitted to the joint co-operative committee. On 
others, the joint local committee reports had been 
Submitted to the joint co-operative committee, but had 
been returned to the joint local committee for further 
investigation. _ On a few, adverse joint local committee 
reports had been submitted to the joint co-operative 
committee but had not been finally analysed by that 
committee, 

Q. On page 138 is a list of seventeen other 
co-operative proposals that have received Study. In 
what way was the status of these proposals different from 
the status of the proposals about which you have just 
Spoken? 

Ae With one exception, that exception being the 
proposal having to do with the abandonment of duplicate 
lines in the Sudbury-Winnipeg territory, these proposals 


were not in the hands of joint local committees. Some 
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of these proposals had been favourably reported upon by 
the joint co-operative committee and approved by the 
Joint executive committee but subsequently approval of 
the joint executive committee had been withdrawn because 
of difficulties discovered when detailed information was 
developed in connection with the preparation of final 
agreements. Other proposals had been sufficiently 
investigated to indicate that they were uneconomical and 
further Study of certain of them had been deferred because 
ofchanging conditions. On the whole, this list of 
projects could not be Satisfactorily-listed under any 
of the ether project neadimes Ey vi< senedian Paéifieisuby". 
ast east On page 139 of the Galiaian Pacific submission, 
in the second paragraph under the heading" Further 
Submissions, it is Stated: - 
"In addition to measures taken in 

accordance with the established joint pro- 

cedures or pursuant to the 1933 Act, the 

two railways hove :been active in other forms 

of co-operation. For example the communications 

facilities of the two railways had been inte- 

grated to a considerable degree. " 
Can you give the Commission some detail in regard to the 
integration of communication facii tities? 

A. Prior to 1933, the communications departments 
of the two railways had arranged for joint use of 
offices,staffs tn the Svent of fire and/or interruptions 
to lines,thus avoiding duplication: of routes, etc. 
and the use of United States routes, for - Jetouring 
ond had oiso arranged for Jjotnt advertising in so-far ag 
“Sueh was applicable, thus making savings in printing 
and distribution costs. 


In 1933 these departments arranged for 
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pooling of transmission facilities to serve the Canadian 
Broadcasting Corporation. 

In 1937 they arranged for joint remote control 
circuits facilities to customers other than the Canadian 
Broadcasting Corporation. 

In 1938 they arranged for joant installation 
and use of underground cable facilities in urban centres, 
In 1939 they arranged for pooling of telephoto 

transmission facilities. 

In 1943 they arranged for joint facilities 
for telephone and teletype circuits for 
ai) tratiac convrol. 

In 1944 they arranged for pooling of messenger 
delivery service, nights,Sundays and holidays, at the 
large centres. 

In 1945 they arranged for joint investigation 
and application of point to point radio communications. 

In 1947 they arranged for pooling of canned 
music transmission to industrial plants, eafes, etc. 
in cities and also for pooling of teletype 2nd Morse 
private wire .qirouit facilities, 

From time to time, as opportunity offered, 
they have arranged for joint mainteneance of the other 
railways teletype installation at outlying points, joint 
installation of a single teletype machine where 
traffic volume did not warrant duplication, joint use of 
‘police and pin space on open wire pole lines, and for 
Joint gathering of election rdtiurms. 

Prior to 1933 joint vetelegraph office 
Operation had been placed in effect in ten places. 

Since 1933 the communications departments have arranged 


for joint telegraph office operations at eight additional 
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places. The basis of distribution of revenue and expense 


at these offices is generally that the revenue from 
non-competitive business is retained by the company 
controlling that business and revenue from competitive 
business is divided in accordance with the division of 


during 
such business/on agreed upon prior test period. 


Expenses are divided according to distribution of revenue. 


In 1946, 1947 and 1948, the communications 
departments of the two railways arranged for the with- 
drawal of duplicate telegraph offices on a reciprocal 


basis, without payment by either company to the other. 


The Canadian Pacific has withdrawn eighteen and the Canadian 


National twelve such offices. 
COMMISSIONER ANGUS: Q. Are these agreements 


mostly for Stated period or are they terminabie 
on notice,or are they perpetual? 
A. Generally, they are in perpetuity. 
THE CHAIRMAN: They are what? 
A. in perpetuity. 
MR. SPENCE: Agreements under the Canadian 
National-Canadian Pacifie-aAct. 
COMMISSIONER ANGUS: I am speaking of the 
type of agreement which is described on communications. 
MR. SPENCE: I am not quite sure about that. 
THE WITNESS: I think they vary é#h the 
verdous elauses. 
COMMISSIONER ANGUS: Q. I was thinking 
of this arrangement or these miscellaneous arrangements 
you have just been discussing for the last minute or 
two. 


A. I have not the detail for each one of these, 
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but I would judge that they would ‘probaly be for 
perpetuity or perhaps termine * Sn Specified notice or 
something of that kind. 

MR. SPENCE: Q. At page 139, after reference 
tocommunications facilities, the submission goes on to 
sayi- 

"Also numerous co-operative measures 

involving the handling of express traffic 
of the two railways have been effected.’ 
Can you give the Commission some detail in regard to 


express traffic. 


A. Prior to 1933 the express traffic of both companies 


was handled by the Canadian Pacific -- and the: dates 
that I shall give are the dates on which these were made 
PL TECUIVe “ate between Kneehill and Bullfound, Alberta , 
arranged in 19°03; between Vancouver and Victoria, B.C. 
arranged in 1931; between Calgary and Edmonton, Alberta 
on Saturdays and Sundays, arranged in 1932; and by the 


Canadian National, from St. John, New Brunswick to 


Truro , Nova Scotia, when Canadian Pacific boat connection was 


Mmiseedad St.John, asrrongdd. th 1931; betwten 
Debden and Points on Meadow Lake extension, Saskatchewan, 
‘ke arranged in 1932. Joint C.P.- C.N. express #prwvice 
had also been established on the Ontario Northland Railway 
in 1930. 

Q@. Those were all before the Act was passed. 
What has been done since the passing of the Act in 1933? 

A. Since 1933 arrangements have been made for 

by the Canadian Pacific 

handling the exrexpress traffic of both companies /between 


Woodstock and St. John, New Brunswick, arranged in 1933; 


between Moose Jaw and Regina, Saskatchewan, arranged in 
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1934; between Woodstock and Fredericton, New Brunswick 
arranged in 1937; from Edmonton to Calgary, Alberta, 
when C.N. misses its owm connection, arranged in 1937; 
between North Eee fbcdi and Rose sieds Saskatchewan, 
arranged in 1938; from Ottawa to Pembrooke, Ontario, when 
Toronto Pool Train misses C.N. connection, arranged in 
1942, Then by the Canadian National: Between St. John 
and Norton, nNew Brunswick, arranged in 1937; from 
Vancouver to Prince Rupert, B.C., -arranged in 1938; 
end from St, John ,New Brunswick to Halifax ,Nova Scotia 
when C.P. boat connection missed at St. John, arranged 
ar 1 OURS 
During the recent reduction of Canadian National 

passenger train service, due to their: coad whortace, 
arrangements were in effect for handling Canadian National 
express from Edmonton to Calgary to take care of traffic 
arriving at Edmonton on Canadian National trains Nos, 
1 and 3, and from points north and west of Edmonton on 
Wednesdays and Thursdoys, 

The Canadian Pacific express handles air express 

between 

Bround service, for TCA. - Lethbridge, Alberta, and its 
airfield, arranged in 1938; between Sault Ste. Marie, 
Ontario and its airfield, arranged in 1947; between 
Swift Current, Saskatchewan, and its airfield, arranged 
in 1947:and between Medicine Hat, Alberta and it. aivfield, 
arranged in 1947. It also handles air cargo ground 
Service between Lethbridge, Alberta and its aLPi tread: 
Medicine Hat, Alberta and its airfield; and between 
Swift Current, Saskatchewan, and its airfield, all three 
arranged in 1948. And the Canadian National Express handles 


express cartage for the C.P.A. between Montreal and Dorval 


Airport, arranged in 1947. 
(Page 21078 follows) 
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MR. O'DONNELL: C.P.A. -- Canadian Pacific 

por lines, ABn YS 1.07 
As'Canadian Patific Airlines. 

Joint pick-up and delivery service operated 
by the Canadian Pacific Express has been arranged at 
Iberville, Quebec, and, based on Shawinigan Falls, in 
the Almaville territory, Quebec. 

Joint express agencies are now in existence 
at fifteen salaried agencies and at fifteen commission 
agencies. 

MR. SPENCE: Q. Now, that brings us to the 
end of the co-operative measures mentioned in the 
Canadian Pacific Submission. Could you now give in a 
few words an outline of what is being done at the 
present time by the Joint Co-operative Committee? 

A. In comparson with the years of the depression 
there is very little scope for acitivity on part of the 


Joint Co-operative Committee the present time. This 


is due primarily to the fact that, as I explained earlier , 


traffic volume is such that there is nothing like the 
same opportunitiesfor savings by co-operative measures. 

However, following a meeting of the Joint 
Co-operative Committee over a year ago the Canadian 
Pacific Section of that Committee nstituted a survey 
of the Canadian Pacific System aby requesting its 
Regional Operating Vice-Presidents ,the Vice-President 
of Traffic, the Department of Research,the Hotel Depart- 
ment, the Department of Communications, and the Express 
Company to undertake in their respective ficlds:- 

1. A review of all co-operative arrangements 


in effect to determine whether further savings 
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were possible under them. 

e. A review of all matters already studied 
to sec whether any of them warranted further consideration. 

3. An inquiry to determine whether there were 

‘further possio2ilities of co-operation which would warrant 
study. 

So far this survey has disclosed no further 
opportunities for substantial co-operative economies. 

MR. SPENCE: Now, I intended to conclude by 
reading the argument 2t pages 139 to 141 of our submission 
Part I, but considerable reference has been made to that 
already in the discussion that took place this morning, 
so that terminates our submissions. 

THE CHAIRMAN: You have finished with Mr. 
Armstrong? 

MR. SPENCE: I have finished with Mr. Armstrong, 
yes, my lord. 

THE CHAIRMAN: Before we begin the further 
examination of Mr. Armstrong, I wish somebody would 
inform me about this: Mr. Frawley, you read this morning 
the proposal made by this agricultural group about the 
application of this statute, and you, Mr. Shepard, read 
me your suggested amendment of the Province of Manitoba. 

MR eeSHEPARD:s.. Yes, sir. 

THE CHAIRMAN: I would just like to know 
this one point: is it the intention of either of these 
representations that if there is a co-ordinating body 
created to investigate and supervise these measures of 
co-operation, the decisions of that body should be final, 
Or would we still have all over again the question 


that cach case be considered publicly and opposition be 
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brought up, just 2s has been going on in the past by 
interested parties? I am not asking you to answer that 
now, but I think that is matter that you should bear 
in mind, We have seen now what occurs today. These 
matters are considered. The railways propose to 
undertake a certain economy by abandoning 2 line or 
by curtailing service in some respect; then there are 
earings about that, and the interested parties oppose 
it, perhaps there is an appeal from the decision of the 
Board, and so on. I would like to know whether those 
who are asking for 2 stricter control intend that from 
now on measures recommended by the co-ordinating body -- 


call it what you like -- the superior body -- areto 


be final and done and not subject tohearings and opposition 


of interested parties, as so far has been the case. I 
say, do not answer me now. 

MR. FRAWLEY: I think that would require an 
amendment to the Reilway Act, sir. Perhaps Mr. Spence 
is more famibiar than Ll am. There is provision in the 
Rrilway Act that all abandonments -- 

THE CHAIRMAN: The necessary amendments would 
follow according to what we adopted. I want to know what 


the desire is. 


---The Commission adjourned at 1.00 p.m., to resume 


at 2.45 p.m. 


(Page 20182 follows) 
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Ottawa, Ontario 
Friday, April 28, 1950, 


AFTERNOON SESSION 


JOHN E, ARMSTRONG, recalled, 
ee, POCA Led, 


COMMISSIONER INNIS: Before you start, 
Mr. MacPherson, I wonder if I could ask what would happen 
in case you were to carry out the proposal mentioned at 
the beginning, that is to say, drop the pool train 
arrangement, because they are not making any money, 
Suppose you go back to the early arrangement, is there 
any way in which the convenience to the public could be 
continued if you were to go back to the early arrange- 
ment? I mean in the sense of buying tickets or being 
certain that you were going to get access to whatever 
accommodation there was, 

A. I imagine that under a reversion to the prior 
conditions, probably C.P, tickets would be on sale at the 
C.P. station and C.N. tickets at the O.N. station, 

Q. But the public would not gain, or whatever gains 
the public had in convenience would then disappear? 

A, Well, that would hold at Montreal only, because 

that is the only place in that particular pool territory, 
Montreal~-Toronto, where there are different stations, 
At Toronto it is the Union Station, it is one side of the 
lobby or the other for tickets, and the way in which the 
public convenience might be better served, if at all, 
would be by the putting on of the fast train over the 
C.P. line serving Smiths Falls and Perth, which are now 
not directly served by the fast train, Smiths Falls is 
by the connection to the fast train that comes down from 
Ottawa, 

Q. Yes, but I do not know that you quite have my 
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advantages in being able to get whatever accommodation 
is available, Now, assume that in the case of the 
Canadian National the Canadian Pacific are separate, and 
they run by separate trains, then that would no longer be 
the case? 

A. No; you would go to one or the other or one and 
the other to find out, 

Q. There would be no way of taking the present 
advantages if you went back -- 

A. I do not know, That might be worked out in the 
joint ticket office or joint ticket offices. I do not 
know. It has not been given consideration, as far as [I 


know, 


CROSS-EXAMINED BY MR. MacPHERSON: 
ee OE LENOUN 3 


Q. If you were going to Toronto, Mr. Armstrong, and 
bought a C.P.R. ticket and there was no sleeping accom- 
modation on the C.P.R. train, and there was on the Canadian 
National, you would have to turn in your C.P.R. ticket and 
buy a C.N.R. ticket in order to get the accommodation? 

A, Well, I think in effect that is what exists to- 
day with all trains other than the fast afternoon trains 
in each direction, You see, the night trains are running 
Separately anyway, and there is the morning train, not a 
fast train, a morning train in each direction also that 
is a single train instead of two -- that is more or less 
the 9 to 10 a.m, train out of Montreal, out of Toronto, 
into the other end late the same afternoon, 

Q. Mr. Armstrong, you caused to be filed Exhibit 
No, 284, showing 85 arrangements that had been made be- 


tween the Canadian Pacific with other railways? 


Q. And on page 5 you show the number of arrangements 
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that have been entered into since the Act came into force, 
and the number is Le 

Bs Yes, sir. 

Q. So that of the 85 arrangements you have 72 
really antedating the Act? 

Ae SCS, Siy =- well, 70 antedate the Act -- te 
I think you are right; that includes the other two that 
are not in the same category, 

Q. Now, Mr, Armstrong, of these 13, according to 
page 5, the first one is with Essex Terminal, Is that a 
subsidiary of the Canadian National? 

Ay WO, Bir, All of these, as stated at page 1, not 
including arrangements made under the provisions of the 
Canadian National-Canadian Pacific Act 1933 -- no one of 
these 83 or 85 was made under the provisions of that Act, 

Q. None of them under the Act at al119 

A. None of them, 

Q. But of those that I have been -- 

THE CHAIRMAN: That is what T understood, 
MR. MacPHERSON: Q. Have there been any made 
apart from the Act, joint facilities, since 1933? 

A. Yes, sir; those 13 that you are referring to, 

Q. That is what I thought, These 13 that are on 
page 5, they have been made since the Act? 

A, Since the Act, but not pursuant to the Act, 

@. Not pursuant to the Act; that is, they would 
have been made in any event? 

Be “Yes; sir, 

Q. And have there been any arrangements made 
pursuant to the Act since 1933 in respect of joint 
facilities? 

A. The 17 items now in effect under the Act -- 


Q. These are the only ones? 
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A. -+ are the only ones that are in effect under 
the Act, yes, sir, 

THE CHAIRMAN: When you say "these" you mean 
in the brief? 

Mr. M@acPHERSON: In the brief, yes, my lord, 

Q. These that are in the brief, starting at page 
132, are the ones that you refer to as heaving come in as 
a result of the Act itselfo 

As wees, sir, 

Q. Then, turning to these projects on page 136, 
the projects found to be uneconomical -- that is, from 
the standpoint of the railways it would be uneconomical? 

A. Yes, sir, 

THE CHAIRMAN: Will you please repeat your 
question? 

MR, M@acPHERSON: My question to him was that 
those on page 136 which are captioned as projects found 
to be uneconomical, he means they were uneconomical from 
the standpoint of co-operation from the railways! view- 
point, 

THE WITNESS: Yes, sir, What I mean by that 
heading, what that heading means, is that it would cost 
the railways more to adopt any one of those projects 
than not to adopt it, 

THE CHAIRMAN: Q. So they were not adopted? 

A. So they were not adopted, because they were 
uneconomical, 

MR. MacPHERSON: Q. Had they been agreed to? 
They had never been agreed to; they were dropped as 
uneconomical? 

A. They had been agreed to as uneconomical, 

Q. Then on page 137 you give a list of the projects 


in which study was interrupted owing to war activities, 


t 


% 


~ 21086 - Mr, Armstrong, cr-ex 


Has the study been renewed in respect of these items, 
these 15 items? 

A, As far as the C.P.R. is concerned, by the survey 
that I refer to, at the close of my testimony, where we 
are making a complete Survey of the system in connection 
with the three items that T mentioned, 

Q. But that started only a year ago, I understand? 

ay 788, sir, 

Q. So that for a period of ten years nothing was 
done in respect of a Study of these projects at all, from 
1939, say, until 1949, when your survey started again? 

A. No, I do not think that is quite a fair state- 
ment, because work was going on in connection with them 
a8 opportunity offered, and as cited by the date in which 
certain of the projects are in effect, were made effec- 
tive, the work leading up to make them effective was going 
on subsequent to 1939, 

Q. Now turning to page 133 and these that became 
effective, 132 and 133, every one on page 132 became 
effective in 19339 

ae es. Bit’, 

Q. And on page 133 the first two became effective 
in 1933? 

Ae LOS, 81r, 

Q. Then two became effective in 1936 -- line 
abandonments? 

A. One in 1934, just prior to the two in 1936, 

Q. That is the change in interchange location? 

A. Yes, sir, 

Q. Then two in 1936, one in 1941, one in 1948 and 
one in 19479 


B tes, sir, 


Q. But for some reason or other the agreement 
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might have been entered into and there might have been 
delays occasioned before the Board of Transport or some- 
thing of that nature which produced the delays until 
1948 and 19479 

A, I think not, 

Q. Do you know when this Alix-Nevis abandonment was 
agreed to between the companies? 

A. It was reported to the Joint Executive Committee 
in 1935. 

Yee 1, 19357 


sees Bt 


A 

Q. As being agreed to? 

A, Yes, as recommended, 

Q. AS recommended, And then the next one -- 

A. That only is the first Step, though, Then if 
the Joint Executive Committee approves that recommenda- 
tion it goes back to the Joint Co-operative Committee to 
develop the factual information for an agreement, 

Q. When was it approved by the Joint Co-operative 
Committee? 

A. By the Joint Co-operative Committee? 

Q. Yes, 

Ae In,1935. 

Q. So that, while it appears here as having become 
effective in 1948, actually it was approved in 19359 

A, But not half of the work was done prior to 1935; 
only the generality of the study by the Joint Local 
Committee to develop whether it was economical at all, 
had been completed at that time, 

Q. When was it passed on by the actual committee? 

A. By the Joint Executive Committee? 

Q. By the Joint Executive Committee, 

A. That is Alix-Nevis, isn't it? In February 1935, 


Pree ap “= eres uy “Gate - vi. 


a ig oe eee eek A Dar bes Gd 

ie) eat pent agicte opel! Ae 6Fee 
: a “ os ei ow 2@ Pex ; ~ 

sth ee dhkac ert Ca Disa 4 Girth Bea oer ing 

Mies 

Orr ee a $s on Bi ech stre Pia? x Ce . " wo) 

Cet: Sete gn  hesareyayT Aes Ry: 644 OSE + 4 


1 
iL} 


Z 4 
Ms 


Res ek soe im eu, ie 
EPRQE Bue | ver ais 


— iat 
Put KAGE ELE cee i 


a, 


: rl 
5 P Kk ; yee ae Poe had oa i. seni aoe ak. vy Vie - ns 
ear. teers EPR RA. abrkr Tei he eh ae Re mt - 7s 
; ’ > : 
= - 
Le 


Ea seeerer to mee PT ae og Ati ga . S 


a's . . wie SHA ae bore et igs aa Ry Pa Me Mt diay hae ed 7 ag ae 
pair 4) RATT ede: Std) at. 682 of Bags set Ws Me aa ont 


- epuis Fda) oer wees 
| 
wih 
4 » ~t ee ah Ge eh as fa . a. 
: . eee saat phinnes vet a ee et, s ve: t gts) ef : y <t : ey * > 
wu 
. e eu y 
P A Pee ee eae ee ee CN Sh oe : ae ch dr eypee te i er ee. oe 
rt rie rae ei a | f mars a rl “ ie — s 5 VEE 24 A cs bis at. 
— P| ( 
slbeey aed emg . at are: ‘ 7 ne : bgt ees re. ie é ke wa j . a agit &, ; 
Se Pas OS i paces ht, hl ek uO ie 5, , me ae oe he eis a sa oes is Ly ee res g ai j 
fs SORAYA. Bs y te se oh gy ae 5 sah a . 
dens a oe a rate eee He RENE tS eg ine Cae es ee . sn ee ie a cy 
fy Cr ee nn a > we Fe . Bayes at eke Tog 7 NU ieee ce e 
P ad OOo tes ee ni : a. SEY ice = hala, UES Ege ( we ert y; Aa “FO byoh 
a 
A % ‘ : Lek cae Fee ae ltaa a0 o  n ¥ sce ae 4 4 
ee eee et opel’. pce fe tee ae ee . Pree pe yr ap Care ek a yi 
SS he ORG O35 PRET gee? wee DOVE RE 4. Sew ee oe : 
a ae Ay 0 ee Th cet ty ‘ t 
pre Mig ten n pats 
a: * 
SH ok ef spt 5 oa ~ ae Dead °F j oe Te 
Mas Pie ie 2h ae = 953 ots , a 3° 
we gees ” + “st oD ube 
c Sia: A . a ee aes oP 6 a ? = 
As it } ee H : ‘ ane yf “%y ' z. + 2 te tu) 


+ 
“> 
: 
ity 
7 
ry 
‘ 
aa) 
— 
F 
+U 
» 
ee 
‘s 
‘at 
4 
. 
oe 
= 


Ae orien Bi Siw * 7 - ry + ae 4 
PRESS OR eR Pen b, ? i Se Vee re by 7c) LG 
r £3 & ae is . : ar ee fay 3 
ree A) BS Donic Set ae oe erase 


Sect thitco ol daeige sada yet na bewaaw 
. og +S Tigeehiy ee hd renee” ‘pei Rei — 


cocchat Fakanee yy f Sorbent spl tey. bait 
seer i Maree Ie 2b ia tia ai gals. BL ‘eked 


Sena 


ae 


: i i a5 wey YY ary 


4 


- 21088 - Mr, Alexander, cr-ex 


Q. So that that gets back to this, that, while it 
is shown on page 133 as effective as from October 18, 1948, 
so far as your committee is concerned, your co-operative 
efforts had been concluded in 1935? 

As? Woy. sir; 

Q. Well, what was there left to do? 

A. In 1940 the Board of Transport Commissioners 
approved the abandonment, In 1947 they waived Section 
154, Subsection 2 of the Railway Act in regard to it, 
Again in 1947 they recommended agreement to the Governor 
in Council for sanction, In 1948 they approved a con- 
nection at Alix, In 1948 they approved a connection at 
Nevis, In 1948 they approved operation of the connection 
at Nevis, Again in 1948 they approved the operation at 
Alix, The Governor in Council Sanctioned the agreement 
in 1947, and actually it went into effect on October 18, 
1948, so that we were some eleven days ahead of the 
approval of operation, that we went into operation, 

Q. So far as your committee was concerned, however, 
the committee appointed under the Act, in principle it 
had agreed upon this particular project in 1935? 

A. Yes, sir, 

Q. That is what I mean, Anything that followed 
that was simply the machinery carrying it into effect? 

A. Yes, sir, but that machinery included a very 
great deal of work, 

Q. Well, probably, The decision was made back in 
1935? | 

A. Yes, sir, 

Q. And what about the next one, the Morinville one 
in 1947? Does that date back to 1935, too? 

A. That I have very little information on, I am 


not sure that that can be regarded as being under the 
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Canadian National-Canadian Pacific Act, That is a joint 
arrangement, a co-operative arrangement, between the 
Canadian National and the Northern Alberta Railways, 
The Northern Alberta Railways, while it is ownea fifty- 
fifty by the two railways, is not operated by either one 
of them, 

Q. Mr. Armstrong, on page 137, among the projects 
on which study was interrupted owing to war activities 
is joint operation of lakehead terminals a&j Fort William 
and Port Arthur. Do you know anything of that project 
at all, Mr. Armstrong? 

A. I know only of that, that the study was assigned 
to a Joint Local Committee, would you like to have the 
date of that? 

Q. Yes, if you do not mind, 

A. I have not the date of the assignment, ‘The 
Situation in regard to it was that up to the start of the 
war no report had been received from the Joint Local Com- 
mittee, 

Q. And has any report been received yet in con- 
nection with it? 

Byer Not - yet, 

Q. Not yet? 

A. Not yet, 

Q. Now, that is a situation where you have a heavy 
movement of freight at certain times of the year -- port 
Arthur and Fort William -- in grain; that is right, isn't 
it? 

A. That is correct, 

Q. And that is particularly heavy during the months 
of harvesting, from September on until the freeze-up, and 
then just before the opening of navigation and shortly 


after the opening of navigation? 


a 
. 
> 


o 
’ 
- 
7 
.. 
de ae 
‘ 


7 
TA | 
# 34S 
88G 
Of; 
Pit 
ei I 
te 
e EO 
{tik 
ay 
‘e oyameaty "ler 
eddy 
agit; rack? a 


ae = 
4 ~ ~*~ r ims 
*) ie Vv ms he e al - aes ' aed ee 4 a S re a - ae | 
” an x . . ad , ho © te | ”~ eh) 
ee 7) pen a " kad “ ? ; : 3 ¢ ‘ey - E yd y 
—é we J a. Q 7 _ a % ar e ‘ - ey + oe + pa wt 
> ye Seni out apy o%. a a * + as 2 » > . = i . z $ 7 we . M + 
: a ne oe pass : » . 
we 3A , . r - 1 os, 2 , « Sa s Pd ® ’ 
. oe Z iui Ne 
- es ay sont oo aan ~s “0 co a 
[Peers Fae * = : - “ at ug : Bu ‘. =" > 4 
ee “s Sm, - ¥ ae sar ane tet aed is cas 4 Bc : ; we , th g 2 ; 
4 a 8 = © . e c ad wad mee u : : ” es 2 a | 
7 Tks eee sj 1 — A aes z 7 “at i . > me a ee . > >> fs os 
7 = al J tang " * .7 oa bad Pad 23 nt : cn Ete a zi > - er ee *) A 
~ 75 * sa 4 as * ae _ cries = = ra : E ‘ . ‘ow sak, ah . 
A. | an, LB . me | lie = Bat =f. ae —— Ln a Teneo aa - -” P 7 z ov ou! 
€ i 7D f if : E hone 7 ae ¥ % 
7 “4 wen - eas a = s od 4 or ad cs °° ns ~ ™ bn a = 
! oie a ee = ys aoe 2. a A ‘ z — 
. < < ae ee Ss ~ i wane z > 2 4 
~ ws i . a pe - ss = - rte fat - bres me , “al oa : 
a e . a ve vs Fa, = 2 a 2 : : - a se a 
— > Pi ee A coe “ on 4 =a dees ate “ 7 - ry 
5 rs « : S . 5 ‘ 
ai e tr *e : pm fa. eg P oe : or 3 : : be oe i’ hep. 
4 me “ay % , yA tee. + = ve “ < r : > 4 om = 
- Lage on 2 . - ace Ep ts . ial war iba nt. ® a] 
3 we ~ % : Fi Ea a =a oD = : ‘- rf cae 2 3 
: su hy = os tea > a “ a ten +e 
by » tet pn as Poa . nrg F > “y te 
ia ; z a : aay ; 
y Z rig : a de wore ea ul 
{ "A = . ’ oe £ piers ae 2s = ; 
a . r. oad % ae = ba] aly ate > it 
vom at ae 3 = v9 tos cs 7 
s' i) 2 ed Y ane ee Lees | ~~, 
kd Oa ba =, > , 4 > uf 
¥ on =e = + — me : : “3° a = 
cos %, Ben, ge. yi Be - — head es y - 
= os J F 4 ~ fe u : Fe — - Oe 
ge . Es i , is ae > ’ 
~~ 4 . - ~ io i . s P e ia 
+ m oe: oe 3 
BA ye : 3 = ' . tA 
“ nce aed a oan a 
= a “ . - 
aa a q - te es 
ie - sey : 
ca aa ; x x pone 
; i. ee = : Sone We : 
ae r ‘ vo 
- > Ags Pmt . 
s « ‘ ~~, 
: ‘ 5 
“ we or . S 
fipce =a s : oe =! z 
er Song = ; ed Age S 
: -- i eee Mer " 
is red 2a wee 
5 ar - - 
3 : a ; a 
— ae Ms me i 
He ~ A aes Boh cae ; } ts St, 
vee et . + ed - : 
“—, pes ee ss . % a4? 
y we Ses : % 
“ a s oh = pra the 
P “ ef : . 
moe AS 
ee = 
F . : fan . ~ a: 
4. - a ter rn 
Ny (‘a ‘ teas = 
ad . « te 
. -_ haps t "i 
* os ee “-* 
>. 4 Sere : mi ve” 
. cy 2 
ng ry wo? oe %S oe ot Sanat os 
” * bs ak ae ° ’ 
an = a - s. = wis 
3 Cy a - s J 
res : hy 3 
at z : ? ; ‘< 
=> . : Bt A 
Avs} . me “ F 4 
ws! Sak S ? - 
= a 3 ~ 
. - es i %, ; : a 
nod a he 
: ; a, ; 7 “i mA Py are fees 
* ord . C aoe - 
4: > 2 ee _ ‘ : 
oO ek a es a ; x nf 
_ . ns ae to. “ee A a ans feet 
5 : . S ; ae aa - 
; : oy 2 se tes 
ti 2 ate oe a : ae ‘ pel 
7 mar of pee tS sty 5 PY tees = ov < A “ 
oo - aris “4 as - : #s th 
i~ is 23 ; 2 is ray 1 
ae d te aa bie’ 
F 4 nee 
‘ Y, Bice * * 
i “s os ae J 


os 


- 21090 - Mr. Armstrong, cr-ex 


A. I believe that is correct, 

Q. And the area which is served, the terminal 
elevator area, is fairly well concentrated? 

A. Well, it extends over several miles of water- 
front, 

ai Yes, it extends over several miles, but it is 
along the lake-front? 

Ae) Yes, sir, 

Q. And the question of terminal facilities has been 
considered for some time, has it not, joint terminal 
facilities? 

A. To my knowledge only under this joint co- 
operative study, 

Q. Do you know anything as to the savings that would 
be effected? 

A. No, sir, 

Q. You have no knowledge of that? 

A. I have had no report, 

Q. And you have no personal knowledge of it at all? 

Aye No, sir, 

Q. And you have no personal knowledge as to the 
betterment of service to the elevators as a result of a 
joint facility of this kind? 

A. No, sir, 

Q. But, in any event, the committee which was to 
have reported before the war has not reported yet? 

A. Correct, 

Q. And would that be true as to all these other 
projects that are listed there, that there have not been 
reports? 

A. Those items are in various categories, Some 
have had reports submitted and they have been returned 


for further information; some have not reported; some have 
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been reported upon adversely and the Joint Co-operative 
Committee has not yet given that-final consideration, 
So it is a bit mixed up, 

Q@. Would this be fair, Mr, Armstrong, to say in the 
light of your evidence today and yesterday that since the 
war the first real revival of interest on the part of the 
Canadian Pacific was the survey that you told us of that 
started about a year ago? 

A, I think that is probably correct, 

Q. Yes? 

A, From 1940 or 1941 on, the local operating 
officers, who after all must constitute the local com- 
mittee to make the studies, were so overwhelmed with 
work, war work up to 1945, and for a short time after, 
and the post-war work that was only slightly less, in 
1946, 1947 and 1948, that they simply did not have 
opportunity to carry on this other work, 

Q. So that for a period of that nine or ten years 
practically nothing was done under the Act? 

A, I think that would be a correct statement, yes, 
i A 

Q. And for the period prior to that there had not 
been the occasion, as we have mentioned before, where 
there was any dispute between the companies -- a dispute 
in the nature of being such that it would be referred 
to arbitration? 

A, To the arbitral tribunal? 

Q. Yes, 

A. Well, nothing was referred to the arbitral 
tribunal, 

Q. Nothing was? 

A, No, sir, 
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Q. Well, did you agree on everything that came 
before you? 

A. Oh, certainly not, 

Q. But you did not disagree to the point where 
there would be a dispute? 

A, We had not yet reached agreement, 

Q. You had not yet reached agreement? 

A. Yes, sir, 

Q. And so the question of finality was never 
arrived at; that is about the position? 

A, YOe, sir, 


Q. So that if there was an issue that came before 


you and you did not agree to it, you would discuss it and 


then you would simply postpone final consideration of it? 


A. No, I do not think we postponed any final con- 
Sideration of it. When we got into our war work and had 
ho time to consider it -- 

Q. Well, up until 1939 from 1933 there must have 
been a great many issues that came before you that you 
did not agree upon? 

A. I think that every one of them is listed in 
our submission, 

Q. Yes? 

A. Yes, sir; and we managed to reach agreement on 
all of them except those that are still going on there, 
either under the heading of projects on which study was 
interrupted owing to the war or under the heading of 
projects which have recent study, 

Q. Would it be the fact that some of these had 
been initiated by the Canadian Pacific? 

A, Yes, sir, 

Q. And had not been acquiesced in by the Canadian 
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A. Quite naturally, 

Q. And others had been initiated by the canadian 
National? 

Asy Yes, sir. 

Q. And had not been acquiesced in by the canadian 
Pacific? 

ne vied, air = provided that by acquiescence you 
mean that they had reached accord with a common under- 
standing of the Situation, 

Q@. That is what I mean, yes, 

Aew Yes. 

Q. And was the file closed in connection with 
these? 

HeontNonnetr. 

Q. The files were left open? 

Moepeves, sin; 

Q. So that at no stage would you reach the point 
where there was a dispute within the meaning of the Act 
as you understood it? 

A, As I understood it, correct, 

Q. And you were on the committee yourself then -- 

THE CHAIRMAN: Mr, MacPherson, does that apply 
to those projects listed on page 138, "other Projects 
which have received Study"? 

MR. MacPHERSON: I take it it does, Tf will ask 
Mr, Armstrong, 

Q. That applies to these other projects which have 
received study, on page 138? 

A, Yes, sir; they are still open, 

THE CHAIRMAN; Q. They are still open? 

A. They are still open. There is nothing that has 

been closed because of disagreement, of which I am aware, 


MR. MacPHERSON: Q. So that if it got toa 
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Stage where there might be disagreement you Simply left 
the file open; that would be & correct statement? 

A. Well, I do not quite know how to answer that 
question, for this reason, that we were working on them 
right along up until the war work descended upon us, and 
we were so busy with war work we had to lay this work 
aside, 

Q. But there must have been some of these, 

Mr, Armstrong, that started in 1933, and up until 1939 
the files were kept open and they were not finally dis- 
posed of as having been re jected, and there were none of 
them referred to the arbitrators? 

A, Well, there were files that were open for many 
different reasons, 

Q. What I am getting at is this: you never had a 
disagreement to the point where a dispute, as we under- 
stand it, arose? 

A. Correct. 

Q. But you did not agree on everything that came 
before you? 

QA. Quite naturally, 

Q. No; I would think that was right, too, Now, 
the way you disposed of these matters on which you could 
not agree was simply by leaving the file open? 

Ay “Wo, “sir, 

Q. Well, was there any finality to them? 

A. The instructions to the Joint Co-operative Com- 
mittee were, as I recall them -- and I am speaking now 
from recollection -- I recall the principle of it if not 
the words -- where the Joint Co-operative Committee was 
unable to reach accord in their studies or their under- 
Standing of things, they were to report their disagreement 


to the Joint Fxecutive Committee, That was done numerous 
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times, The Joint Executive Committee ruled and turned 
the matter back to the Joint Co-operative Committee to 
proceed on the basis of the ruling, Those disagreements 
of that type existed not only in some of the items that 
are still under study but also in connection with some 
of the items that are in effect, 

Q. Well, those on which you did not agree by 1939, 
they simply remained in open files; would that be right? 

A. That would be correct, 

Q. That would be correct? 

A, Of others also that had not been closed, 

Q. Remained in open files? 

Been, SLY, 

Q. But there would be a number of these projects 
initiated by one or the other of the parties and not 
acquiesced in by the other, but the initiating party 
never pressed the issue as a dispute? 

A. Well, I think perhaps we are meaning different 
things when we speak of a project being initiated by one 
party and not agreed to by the other, If T may give an 
interpretation of that, so that I am sure I am talking 
to the same purpose as you are, if the Canadian National 
Suggested that such-and-such be studied, not that such- 
and-such be done but that such-and-such be studied, I 
know of no instance where the Canadian pacific refused 
to study, and vice versa, where the Canadian Pacific 
has suggested a thing I know of no instance where the 
Canadian National has refused to study, 

Q. Well, do you know of any instance, any project, 
that came before the Co-operative Committee where you 
came to an impasse? 

A. No, sir, 


Q. You do not know of any? 
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A, I do know of where we reached a disagreement 
and our instructions in those cases were to refer the 
disagreement to the Joint Executive Committee, 

Q. And that is the end of the file so far as you 
know? 

A. No, sir, We would get a ruling and be told 
how to proceed, 

Q. Then when you got that ruling? 

A. We proceed accordingly, 

Q. And if that ruling was to the effect that it 
was not acceptable to the Executive Committee, what 
then? 

A. Well, if one section of the Joint Executive 
Committee said, "We think so-and-so," and the other 
Section said, "We think so-and-so," I do not see quite 
how the Joint Executive Committee could say that it was 
not acceptable to them. They would give their decision 
as to which way or some third way that it should be 
advanced, 

Q@. And then would it be referred back again? 

A. Back to the Joint Executive Committee to 
proceed according to instructions, yes, sir. 

Q. So as far as this survey that you refer to 
that the Canadian Pacific has started is concerned, 
you say it started about a year ago? 

Ae ees ys BLY. 


Q. And there has been no report in respect of 


Ay ..00, yes. 
Q. There has been a report? 


A. Yes, The survey is continuing and we are 


getting the progress reports as it develops, 
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It takes quite a while for our local officers, who are 
still very busy, to investigate the various propositions 
and report upon them, not as Joint Local Committee reports, 
but what they consider to be within the three categories 
specified that they were investigating, 

Q. AS a result of that survey that you made, 
Mr, Armstrong, are there any new projects that have been 
referred to the Co-operative Committee? 

A. JI think I have already made a statement on that, 
Mr, MacPherson, My statement was, so far this survey has 
disclosed no further opportunities for substantial co- 
operative economies, 

Q. So there have been no new projects developed as 
a result of your survey? 

Ra NOY) Sa? « 

MR. M@acPHERSON: I do not think there is any- 

thing else I have to ask, 


CROSS-EXAMINED BY MR, FRAWLEY: 


Q. Mr. Armstrong, I could not help but be interested 
in what you were telling Mr. MacPherson as to the length 
of time it took you to conclude the joint operation be- 
tween Alix and Nevis in Alberta, You say that there was 
an approval of a kind as early as 1945, but it was not 
finally made effective until 1948? 

Ae See, Sir, 

Q. That is thirteen years? 

Big 208: SLT , 

Q. Now, that is only 9-1/2 miles of a secondary 
branch line, isn't it? 

Ay whee, SLT, 

Q. It just happens that the Canadian National has 


a line from Alix to Nevis with one whistle stop in 
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between called Troon, and the Canadian Pacific has a 
line a very few miles away from Alix to Nevis with no 
intervening stop at all, That looks to me like the 
Situation on the map, Do your notes support that? 

A, I think it hardly reaches the Stage of being 
@ few miles away, The lines are quite adjacent, 

Q. Yes, Now, might I call that one at least of 
the more simple projects? ‘That might be called one of 
the more simple projects, 

A. It would seem so on the face of it, 

Q. It is not fair, then, to judge the probabilities 
of bringing successful co-operation about by the thirteen 
years it took to get to the joint operation of that 
9-1/2 miles? 

A, The surprising thing, Mr. Frawley, is that some 
of the most obvious seeming co-operative projects, some 
that seem the most simple, become the most complicated 
when you get into them, and those that seem the most 
complicated are sometimes the most Simple when you get 
into them, There is just no foretelling, 

Q. I don't want to be too lighthearted about it -- 
big problems between Alix and Nevis out on the prairie 
there -- there were, were there? I mean, I would not 
have thought there was much problem there, 

A. Well, I do not know just how to answer that, 

It took the matters before the Board eight years of that 
time to clear it, 

Q. The war years were in there, were they? 

wg Tes, (air, 

Q@. But you say it was eight years in the Board 
waiting for approval? 

A, No, there were successive orders, The first 


B.T.C. order was dated July 2, 1940, which approved the 
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abandonment, and the abandonment did not become effective 
until October 18, 1948, eleven days ahead of the approval 
of the Board of that operation, because their order 
approving it was October 29, 1948, 

Q. I do not think it really important enough for 
us to be taking all the time we are taking discussing it, 
except as a means of finding out if it is at all an 
illustration of the difficulties which beset the operation 
of this Act? 

A. Yes, sir, 

Q. Would you say it is? 

As Yes, sir, 

Q. And, just thinking over your experience with 
this statute, can you think of any simpler thing than to 
arrange @ joint operation of that 9-1/2 miles, with 
nothing in between the two terminals, if you could really 
dignify them by the name of terminals? 

A. It certainly seems most simple, 

Q. I would think it was the ultimate in simplicity, 
and it took thirteen years to go through. Now, 

Mr. Armstrong, there is something I would like to call 
your attention to on page 137, it is the very last item 
on the page, item 13; 

"Edmonton & Calgary to Vancouver, B.C. 

Extension of co-operative agreement for handling 

westbound grain to Kamloops to include freight 

traffic, Vancouver to be made interchange point," 
Now, that must be looked at along with the item on 
page 133, item 9 of that group, which is called: 
"Calgary-Edmonton, Alta.-Kamloops, B.C., 

C.N. grain traffic originating in Calgary district 

hauled to Kamloops by C.P., and C.P. grain traffic 


originating in Edmonton district hauled to Kamloops 
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by C.N., effective November 533 SUS eS 
A saving there of $60,000 a year, Now, would you mina 
Just in your own words, Mr, Armstrong, relating those two 
items? They are related in a sense, are they not? 

A. Ina sense, yes, sir, 

Q. Would you tell us first briefly, about item 9 on 
page 135, just what that arrangement is, just the high- 
lights of it, for the Commission's information? 

THE CHAIRMAN: Which page is that? 

MR, FRAWLEY: Page 133, the one that is in 
effect now, 

THE WITNESS: Isn't that the second item on 
page 133? I do not understand the No, 9, 

MR. FRAWLEY: Q, No; I started with the items 
beginning on page 132. My numbering was not correct, It 
is the second item on page 133, 

A, Which do you want me to start with Mr, Frawley? 

Q. That second item; if you would just briefly 
describe that operation? 

A, There are two matters concerned there, That 
first item that is in effect was an arrangement whereby 
grain originating on the canadian Pacific north of a 
certain point or line was sent horth to Edmonton and 
taken from Edmonton to Kamloops by the Canadian National, 
&S I understand it, under Canadian pacific billing, 

Q. That is only grain? 

A. Grain, In the same way Canadian National grain 
originating south of that line or point was taken south 
to Calgary and taken west from Calgary over the Canadian 
Pacific to Kamloops under Canadian National billing, 

Q. It is not only the Province of Alberta; I suppose 
that the line extended over into the grain production 


&reas in Saskatchewan eas well, did it, so long as this 


. a? | 
yee ire enon HS 2 
Ko eo * Pe I Ory Ei ey ie 


nl cemgl LT -speiqer ei rou fro rae Mood 


Le 


Abitiien cere La teiew are’ . Rey ue OGD SSR 120 arent? srt eee &h 


‘ 2 ’ 2 
sth 80), vaoSow len wey ehh 2g ; 


' = a 3) Se eh we ce o “efi S 
ughhuen “ete vee . cegne ata Bbediten seer Sees 


e 
~ 
“ 
a 
4 


Pet cs 29% . GPCReE KEL wh 


> ee ss ‘a, piace mal - ak» 5 ad ae ia pune 2 a foyer * a“ — 

Cr «Dir we Pore me ae) 5 ory ; re poe eo a] 4 Pree | pie ed oy, ae >: row , we ie | 
cs sn ~ . oe ¥ - , 
_ 5 2 : nb: teak =a ee a : as 

oat ate debt .2eh aemeeenee dad thaw age ces aed 
| van beadaune: wie Gan ee ee 
SSE OU Ie as Dee a Oise IOs guid Q.'2 I 
a,” i # 2s i hole P (fe Ce re 0) AT 
“ 2 mia: Sahay . » Vii Matas ae 
hae 
“ « 
: ae signin CST vce ya SORE PA ao | tant 
Be bs * ‘ BS ows X a ae a a a ae os MER 4 ry Pe hs 
, 
vant (foe Pro . 
~ ; > ‘yo oy Ph as ~ Ae 2 ee 
: % ; YO Pag ag { Ba! 4 oa sat teers aid | 
i ied ; eS el ee 
. ene cig Te): See ey Pens REY i ‘te+ Ome a1 
\ : 
"lots ag Tal Oe eos e iy eee: Se ee eae Cant 
; by : Mae > ch er 4 5 >! i tee Fhe re wey 
. 
ae Aes | eee ee | 
$ oie Pee ee Sah nts oh er > aa , ar ee eS ~ Ge Pt ye Un ade . » i | es ‘ 
ripe c a ahd t CEST) he Ga) Gees ie Ae thet ek ONS . eee” SEAS 030. Pa emi taee cs De 
he ee. , re at S Baw fo: ari « «a & 
_. £@ 0 senaer sno sel aneeee sieges 
- and a ’ 
Oo es ct eet er eta ae oh ote fs a oe ees ee ee ewe ‘Fry 
, es ee, A Lis; ; ‘ ey 7] Fens rh : ae t {ee ‘ & ae 4 8 eed is gt BE DS ~ t j 
ie Piste 
3 : Lae - = 3 i r ie ks oes DO A» « . 
Citra hic (seat Stout eDoearpe Aineoet /Staeh 9.6 
? Ba S 
% 5 Ih: #9 Ok Bore e Fond *deeooeek 
Th ts HO SORE ae tee oo Batt 
“ , an ns Se 5 
icy =. Seeans  hersan AM OWS HSRe OO TRE 5 


nator ddan ot bor) wet thaenaa odds. paseaR Seo ae re 
Riser mice f naan ooreuveey erpiiceto ated iiattos 

ifanesepiamd>pecnt) cod? vd eqoe Beaty. of cacti OTT eas 

pd il itad «fF pea: ctoheanan sebaw “ot: Sgeatedebay ,.1 aes 
‘shiern vifiido 2f rete. 

fig haty  peoo de AinAsf ose) oy. aaa sad ae, + FLERE ‘ oA 


cisyoe eiat sav tihog icon state Jo Agsesa 


4 
oo reg ta os zi wer 3 ine 7 aS Oy cee 22* + ht ge Bee a Os ee my one 
" Ny ee a BEt® Pe Pee Le srrB ) Ter ws EOS ae 


cegauqaue I, yaduedia “Roseakivor'): dig yinos ton ae ee 


tg 7 
é ie a m 
SSiititasesmedh: ce. Jit ohh, ii few-.aany sapandtastontantss 


nes toghoage: eheup esd tudikl ive beh retae eae 


~ BIOL - Mr, Armstrong, cr-ex 


was in what we call the vancouver terminal shed, the 
Vancouver terminal district? 

A. I do not recall the eastern limit of that, if 
there was any eastern LIED 

Q@. I don't know, but it might be the limit of the 
area which freight rate wise would ordinarily move to 
the west coast terminals? 

A. It might have been, 

THE CHAIRMAN: Is this an arrangement you are 
talking about, Mr, Frawley, that is now in effect? 

MR. FRAWLEY: Yes, now in effect, my lord, 

THE CHAIRMAN: Well, tell me what it is. TI do 
not quite understand it, what grain does it affect? 
Originating where? 

MR, FRAWLEY: Originating north of a certain 
line in the Province of Alberta, and extending perhaps 
over into Saskatchewan, which might be called naturally 
tributary to Edmonton, which is on the main line -- 

THE CHAIRMAN: When you say "line", you mean 
just a line drawn across the map? 

MR, FRAWLEY: Yes, just a line drawn across 
the map, I was going to ask Mr, Armstrong if he could 
particularize, You have not got many lines of railway 
in the northern part of Alberta, 

Q. Would it include your Hardisty subdivision? 
Would it go that far south? 

THE CHAIRMAN: That is a territory which is 
now tributary to Edmonton? 

MR, FRAWLEY: Yes, Canadian Pacific lines, 
where the grain is turned over to the Canadian National, 

THE CHAIRMAN; Excuse me, I must ask you 
again; the imaginery line that you have just drawn is 


south of Edmonton? 
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MR, FRAWLEY: It is south of Edmonton and 
north of Calgary, 


THE WITNESS: I will try to get that informa- 
tion, 

THE CHAIRMAN: Does it mean, then, that grain 
originating north of that line g0es north to Edmonton and 
then out to the coast from Edmonton? 

MR. FRAWLEY: On the Canadian National lines, 

THE CHAIRMAN: And grain originating south of 
that line goes south to Calgary and then out on the 
Canadian Pacific? 

MR, FRAWLEY: Yes, on Canadian pacific lines, 
If it originates on Canadian National lines south of that 
line, then instead of being hauled up to Edmonton to go 
on the Canadian National it is turned over to the Canadian 
Pacific and it goes west on the Canadian Pacific's main 
line, 

THE CHAIRMAN: Now, suppose it originates north 
of that line at a Canadian Pacific point, does it go 
horth to Edmonton and then out? 

MR, FRAWLEY: Yes, if it originates north of 
this line on a Canadian pacific line, it is considered 
to be, as it were, in Canadian National territory, and 
it is turned over to the Canadian National, 

THE CHAIRMAN: At Edmonton? 

MR, FRAWLEY: Q. It is turned over at Edmonton, 
I take it? 

A. Yes, 
Q. You people take it as far as Edmonton, and the 
interchange is at Edmonton? 

THE CHAIRMAN: Q. And the reciprocal turn- 
over is at Calgary? 


A. Yes, sir, 
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MR. FRAWLEY: Q, Now, could you give us an idea 
where that line is? 

A. The proposal &s cited in the Joint Co-operative 
Committee report to the Joint Executive Committee reads, 
that grain traffic to Vancouver originating at Canadian 
National stations that are closer to Calgary be turned 
over to the Canadian Pacific at Calgary to be hauled to 
Vancouver and delivered there, and that grain traffic for 
Vancouver originating at Canadian Pacific stations that 
are closer to Edmonton be handed to the Canadian National 


at Edmonton to be hauled to Vancouver and delivered there, 


THE CHAIRMAN: These words "closer to" is the 
line that you have in mind? 

MR. FRAWLEY: Yes, 

THE WITNESS: Yes; my recollection was that it 
was a specified point or series of points that would con- 
Stitute a line, but this is the general statement of 
"closer to Calgary," 

THE CHAIRMAN: Q. Excuse me for interrupting 
you all the time, but in order to make it clear, can we 
take it for granted that all wheat originating 
horth of Edmonton goes to Edmonton and then out over the 
Canadian National to the coast? 

MR, FRAWLEY; With one important exception that 
I am going to develop with Mr. Armstrong, and that is the 
Northern Alberta Rrilways, 

THE CHAIRMAN: I see, 

MR, FRAWLEY: Now, Red Deer just happens to be 
almost midway between Calgary and Edmonton, Mr. Armstrong, 
L8n't it? 

Ae wtrod, Bi, 
Q. So that I suppose roughly for the purpose of our 


discussion we could say that Red Deer would be about that 


tees 


sebrntsreuusi tw om Elem awole: a Pee. 


ae} we AS : 
vet smks shady 


ieaiacouobasiniet- pode é.gtebokta: i ic oe ae 


Heheo vase limp Dvls vows TadeG. sain ea drogen, sorte 
' SSIhb EDN S. “Aires bis Pyteaee pee reget. © Qu , ohbaed. rehete: Sait 2 
pn en Leg bs page i ¥, 5 y en Ley Ot e pis ape aay ah S99 &. oa . ' 


v a: iy . a ; om 
vere ag. Be is 
© ae wars ee): ey j eer 


ARS i a Be Sa SET Ee Des: » fats See: Otty, £m, Sevag. | a 


t'oTE? St ohare poe 7 oto fF RabeeneRai ae 
’ i 
Jak brokisdw Pol cee ea Leatag: > eae Seshmh te - TGNYOOOBY. - > 


- 
. 


Passes ail inebhden) vend uot habeas hd atone oe sonal PTR . 


{Sets Revco vitoh bot CON OF Delete. ve a sot 8 a 


a ae * ae Sit 5, s if > , he EE ENS wc Rae as 1 
pw Cet PS aoe - a = ms eo: . oa. © os cn “ 
iS SS ae we” Se Aer » abit A a Ae. 3 : 


P Heda tbs tery asl . »SIOK 5 Pa, OnE 


bet bb Bitelss pare heligie SNe ies SOY. sO mMIae: ae: ty 
me SPs ise ie at bo SOREN S fie e ef al eee re perk =O, oi mba: ; Bh otvhs ane 8 env. | 
Poh dimen ada! dees oe, Oh reales, ged 12 otuttan.. 
We: yregted sD, TORO fo" 
: J . 
sihievwriad ai note rear) 4G SAMEEARG. SR 


SW HG. sa ebbed 


oh 
. 


Yi chate hae. | Lage P ese x ‘Ort ite OX, 
set ans i 
qo ceyect dy dedis bias sedan Aes neg, ROOTES, 19 dd tout 
Sseacs. fd ods Seon.taet. neshaRAD 
Ja nud theo ee Iaetioomd) sata aA: . AM 

OO! att! shit: chore | amor dboresy jee doe, qealey em: ve se 
| : ie 

peeWE ER: etx eta ph | 


Bee: Tr | Wawa ARO: ma 


fe gets 


FH! OM esrscry MN Shue) mee Ban! we 


eee gduigiengs iid: \pod cecil Foe ee 


GEC eo aswizetere: quit) cot: ere — b 


RND 


- 21104 - Mr, Armstrong, cr-ex 


line? 

A. I Suppose so, 

Q. And the Canadian Pacific grain grown on Canadian 
Pacific lines north of Red Deer is taken to Edmonton and 
turned over to the Canadian National, and grain grown on 
Canadian National lines south of Red Deer is taken over 
to the Canadian Pacific at Calgary. Now, that is the 
going arrangement now? 

A, “YORy sir, 

Q. It is quite a satisfactory one, I take it? 

A. It was not developed on the basis of going 
through to Vancouver, 

THE CHAIRMAN: Q. TI beg your pardon? 

A. It was not developed on the basis of hauling the 
grain through to Vancouver, It was developed on the 
basis stated in the c.P, submission, that it is inter- 
changed back to its own line at Kamloops, The inter- 
change at Kamloops happens to be very handy between the 
two railways, 

Q. What interchange occurs at Kamloops, then, 
concerning this grain? 

A. I beg your pardon? 

Q. What interchange occurs at Kamloops? 

A. The Canadian Pacific grain that has been hauled 
from Edmonton to Kamloops by Canadian National is turned 
back to the Canadian pacific at Kamloops, 

MR. FRAWLEY: @Q. So really it was a slip of 
the tongue when I said through to Vancouver, It goes 
through to Kamloops, then goes back to its original -- 

A. The original proposal here to the Joint Executive 
Committee was that it go through to Vancouver, I read 
Vancouver also, because that was the original proposal, 
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take a recess, 


RECESS 


MR, FRAWLEY: When we adjourned you were just telling 
us about this grain interchange, and you said that it was 
originally developed to be carried through to Vancouver? 

A. That was, 

THE CHAIRMAN: Pardon me a moment. ‘Instead of 
Kamloops? 

MR, FRAWLEY: Yes, instead of Kamloops, 

Mr, Armstrong will tell us about that, It was originally 
thought of to go through to vancouver, 

THE WITNESS: The report of the Joint Co- 
operative Committee to the Joint Executive Committee set 
up as the proposal that grain traffic to vancouver 
originating at Canadian National stations that are closer 
to Calgary be turned over to the Canadian Pacific at 
Calgary and be hauled to Vancouver for delivery there, 
and the same for the Edmonton C.N. movement of C.P. grain, 

THE CHAIRMAN: Q. Is that the present 
situation? 

A, No, sir; that is the report of the Joint Co- 
operative Committee to the Joint Executive Committee, 

Q. What next, then? 

A. That report was approved and referred back to 
the Joint Co-operative Committee to develop the facts, 
detail facts, for the preparation of an agreement, In 
Studying the detail situation it was found that it was 
avery handy interchange at Kamloops, a very easy place 
for the C.P.R. cars of grain to be turned over from the 
Canadian National to the Canadian Pacific, and vice versa, 


Canadian National cars of grain to be turned over from 
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the Canadian Pacific to the canadian National, 
Q. Instead of waiting till they got to Vancouver? 
A, At Kamloops, yes, sir, And, while at Vancouver 
the interchange would be much more difficult, much more 
a matter of delay and what not, the agreement as finally 
developed was on the basis of interchange at Kamloops, 


Then the next step beyond that was the sug- 


gestion that all freight, not only grain but all freight, 


be turned over from the C.P. to the O.N, at Edmonton, or 
the C.N. to the C.P, at Calgary, in the same way as the 
grain, The local investigation of that resulted in a 
recommendation against that, for detail reasons that TI 
frankly do not recall at the moment, so that that was 
left just the grain to be handled in that way. Then the 
matter of carrying the grain through from Kamloops to 
Vancouver was studied to see if there was greater economy 
in that than interchanging at Kamloops, It was decided 
that there was a loss in economy to carry it through to 
Vancouver, 

Q. That is, the point is, there had to be an inter- 
change either at Kamloops or Vancouver? 

Pees 5 1. 

Q. And it was more economical to do it at Kamloops? 
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MR. FRAWLEY: 9% Mr. Armstrong, let me ask you 
about that. If it was all export grain it would be all 
destined to the terminals there in Vancouver, but some of 
them I suppose were on Canadian Pacifie tracks and some of 
those terminals are on Canadian National tracks, and that is 
why it would have to be interchanged 2t Vancouver 

A. yeas O17. 

. Otherwise, being on C. N. R. tracks, it would all 
be run into x Canadian National terminals, and the Canadian 
Pacific terminals would of course be empty, to be extra- 
vagant about it, so there has to be an interchange at some 
point, either at Kamloops or Vancouver? 

A. It has to get back to the home road somewhere. 

a And that is the present situation? 

A. tee; Sir. 

ae Now, what, roughly, very roughly, of the $60,000 
a year -- 

A. That was estimated on the basis -- 

THE CHAIRMAN: What is that” 

MR. FRAWLEY: %« Of the $60,000 called the 
estimated annual joint economy. I am reading from page 133. 

THE WITNESS: That estimate was based on an 
assumed estimate, if you choose, 6,000 cars per annum at 
a saving of $10 per car. 

MR. FRAWLEY: %. Ten dollars per car, and that is 
to each; the Canadian National would save $10 per car by 
turning over their south grain to the Canadian Pacific, and 
the Canadian Pacific would save $10 a car by turning over 
their north grain to the Canadian National. That is pretty 
much of a horseback figure, I suppose? 

A. Very much so, because the six thousand is not a 
guaranteed figure, and the $10 is not a guaranteed figure. 


Q. It would be easier to determine the number of 
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cers, perhaps, than the $10. Could I pursue that with 
you helpfully, Mr. Armstrong, that $10, how that would be 
arrived at? 

A. I am afraid I cannot go very far with you on that, 
Mr. Frawley. That was, I assume -- and I can only assume -- 
an estimate by the local traffic people of the perhaps 
average haul total from point of Origin to Kamloops via 
Calgary and via Edmonton, and developing that on the dif- 
ferent mileage and what not to develop a figure of $10, but 
I have no means of asserting that it is six thousand cars 
in any one year or even that it averages six thousand cars 
Over 4 period of years. 

Q. Tell me, now, what do they do? You are still 
using an estimate figure, although that arrangement has 
actually been in force since 1933? 

A. Yes>) sir. 

Q. Well, now, in all those years do you not know in 
the case of the Canadian Pacific what you are saving by 
turning over the north grain to the Canadian National? 

Re, doi noti know. no», giz. 

Q. I did not mean on an estimated basis, but at the 
end of the year, looking back over the year, you do not 
make any figure? 

A, mic: not,» 10-612". 

Q. Of course, ratewise it does not make any difference, 
does 1? 

we NO, sir. 

Q. That is perhaps why there is not too much concern 
about how much money is actually saved. I mean, it does 
not make any difference on the revenue side. Now, the 
Question is whether it does make saving on the expense 


Side, and somebody has estimated that it does make a2 


$60,000 difference? 
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A. I think it is obvious that when you cut out car 
miles hauled you are making a saving, and to cross-haul 
Canadian National grain say from the back door of Calgary 
up to Edmonton, and to haul Canadian Pacific grain from the 
back door of Edmonton down to Calgary for forwarding, there 
obviously is a saving in car miles hauled, af you, eplit it 
Somewhere in the middle. 

Q. es So that, as you say, to the various laymen 
that just seems sensible, that it costs money to haul a 
car of grain originating on the Canadian Pacific Qway up 
there in North Edmonton, say, to haul that through Edmonton 
down to Calgary and then send it over the Kicking Horse -- 
that sounds like Spending a lot of money unnecessarily, so 
you just carry it a few miles end turn it over to the 
Canadian National at Edmonton. Now, that being so, I wonder 
why there has been such a delay in the further proposal 
which is referred to at the bottom of page 167, extending 
that arrangement to, as you Sayy, all, freight,traffic:. EP 
12,18 notetelling.the railways how to run their business, 
why would they not have taken one more item first -- take 
livestock, a lot of livestock moves to the coast from 
Alberta, to the packing plants in Vancouver; that is right, 
isn't it -- hogs, at least? 

A. There certainly is freight hauled that way. I 
cannot say what the freight is. 

Q. Livestock freight, I mean? 

A. toon’ know, «That is a.thing as tor which I 
have no original information. 

Q. Well, assume with me that there is a good deal 
Of livestock -- 

THE CHAIRMAN: Before we proceed, Mr. Frawley, 


the words here are, the extension of co-operative agreement 
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for hendlihg west-bound grain to Kamloops to include 
freight treffic. Does that mean all freight? 
MR. FRAWLEY: That is what Mr. Armstrong has 
told us, all freight traffic. 
THE CHAIRMAN: The word "all" should be there. 
MR. FRAWLEY; Really, I suppose the word "all' 
Should be there. 
THE WITNESS: That is the intent. It is 
freight traffic, not grain traffic. 
MR. FRAWLEY: 4. Everything except grain, grain 
being already taken care of? 
Ae Yeu. 
® Well, I was proceeding to discuss it by 
commodities, not all, but I want to discuss with you 
two primary commodities that originate in Alberta and 
move to the coast. Livestock first of all. Has that 
matter separately come before this committee, to consider 
whether or not the situation with respect to grain 
could be duplicated with regard to livestock? 
A. That is before this committee at the present 


time. 


@ 
. 


Livestock or - - 
Beothll tTreient trarfic:, 
Q. This proposal at the bottom of page 137? 
A. These were projects which were under Study. 
Q. All freight traffic? 
fay Yessir; That item at the bottom of page 137 
is under the general heading "Projects on which Study 


. > ' 
was interupted owing to war activities. 


UY 


Q. And you told us that this fell down locally, 


because when it was being studied locally it ran into 
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some difficulty? 

A. I think that is one of the reports on which we 
have had an adverse report from the Joint Local Committee, 
with which the Joint Co-operative Committee is not yet 
Satisfied, and is going back after further information. 

Q. What do you call the Joint Local Committee? 

A. That is the committee set up of local officers 
who are conversant with immediate conditions under 
considerséion, 

Q. When you say local, you mean local to the Canadian 
Pacsiric? 

Ne. LOCal” to the territory. 

MO. Local to the territory? 


A. A&S it is a joint Local Committee, it has both 


“Canadian Pacific and Canadian National officers on it 


to study the exact situation we are talking abpvg. 

Q. What would be the make-up of the Joint Local 
Committee? Studying this Alberta-to-Vancouver traffic movement 

A. I only guess, but I would assume there would 
be a traffic’ men on it, an operating man of that. division, 
2 Uavision olficer. 

Q. Western lines, perhaps even the Alberta 
district? 

A. It would probably be the Edmonton division. 

Q. And you say that they have discussed all freight 
traffic 2s one study, or they have broken it down into 
primary commodities? 

f,. The assignment was all freight traffic. 

Q. But I suppose it would be studied separately, 
naturally ? 

A. That would be a matter of local convenience, I 
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Q. I suppose it is hardly right to ask you to 
venture an opinion, but do you find it very difficult to 
agree with my suggestion, tha if it is working all right 
with grain, it really should work all right with another 
primary product, namely, livestock? 

A. If my understanding is correct -- and I think it 
is -- that the Joint Local Committee has reported ad- 
versely on that, and that the Joint Co-Operative Com- 
mittee has sent it back for further study because they 
do not believe that, then I must agree that there must 
be some semblance of reason in it. 

Q. Things must be pointing in the right «direction, 
Cet, 26 to that. 

A. I think they are. 

Q. Now, going immediately to another matter, which 
is somewhat akin to that, the Northern Alberta Railways 
is owned jointly by the Canadian Pacific and the Canadian 
National? 

A. Yes, sir. 

Q. And traffic comes off the Northern Alberta Railways 
-- lumber, lots of lumber, lots of grain, lots of livestock, 
Just to deal with primary production. What happens that 
grain that is destined to Vancouver? First let me put it 
to you, because of the freight rate situation all the grain 
off the Northern Alberta is normally to the Vancouver ter- 
minels, isn't it? 

A. I do not know. 

9. I mean, rather than to lake terminals? 

A. I cannot answer. I would have to assume. That is a 
thing that I do not know. 

YQ. Well, probably Mr.Spence would -- well, just assume 
with me that it is -- 

A. The Chief Engineer does not know’*all these things , 
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unfortunately. 

Q. That is true. Now, Mr. ‘nm@trqng, -ossumetwith me 
that the grain off the Northern Alberta would normally go 
to Vancouver, because of the freight rates being more ad- 
vantageous than the freight rate to the lake head; what 
happens to the grain that comes off the Northern Alberta, 
in e word? 

A. I can only speak from -- let me start off by saying 
I do not know; that is the honest, complete Aanswer, but if 
I were to speak from what I believe to pe the case -- and 
I am not prepared to assert,‘ it -- it igs my understanding 
thatthe traffic that comes off the Northern Alberta Railways 
would divide 50-50 between the Canadian Pacific and the 
Canadian National. 

. By agreement? 

A. I think perhaps somebody on ‘the Canadian N tional is 
in a better position than I am to confirm that, becase, after 
all, I am only an engineer. 

Q. I think that is exactly so, isn't it, Mr. Fair- 
weather? 

MR. FAIRWEATHER: It is so with regard toa. 
competitive traffic. 

MR. FRAWLEY: Q. With regard to competitive 
Bratt ic’ 

A. yes. 

.. Then the next question is whether grain is competitive 
traffic. Does that present a problem to you, Mr. Armstrong? 

A. I wouldn't know. 

Q. It is a probtem, then. Assume again, then, with 
me, that Ygrain would ordinarily go to Vancouver. Now, is 
this the situation? I want to point out what looks to me 
like -.an inconsistency. We have many Conadian National 


points in the northern part of the province. Take any one 
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at all. Take Andrew, for inStance --- 

THE CHAIRMAN: Are you talking of north of Ed- 
monton? 

MR. FRAWLEY: At the moment I am talking of 
north of Red Deer, but I am getting closer to Edmonton. 
tI am taking the immediate Edmonton district. Take a place 
like St. Michael, for instance, on the Willingdon sub- 
division, quite cloSe to Edmonton. That is correct, isn't 
it? 

THE CHAIRMAN: South of Edmonton? 

Mis PRAWLEY: ©. Just a little east of Edmonton, 
een? t Lt? 

A. I do not happen to know that station, but I would 
take your word for it. 

9. Well, I am looking at a reliable document called 
the Canadian Pacific Western Lines. Now, that grain 
would be turned over to the Canadian National ad Edmonton 
for furtherance to Kamloops? 

A. So I would understand, yes,. sir. 

%. Under the agreement we are talking about? 

A. So I would understand. 

Q. Now we go to the Northern Alberta Railaay, 
and we go up to any station at all just a few miles -- 
take a point the exact same number of miles from Edmonton, 
a place like Bon Accord. Now, if that grain belonged 


to your fifty percent, would that be turned over to the 


C nadian Natinnal for furtherance to Kamloops like the 


grain from St. Michael, or would that be treated differently? 


Ryo ce eauld nly go - - 
THE CHAIRMAN: Do you mean, go to Calgary? 
MR. FRAWLEY: Go to Calgary, and by the Kicking 


Horse. 
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TH. wITNESS: I could only give my interpretation 
of what I think it probably would be, because I do 
not know what it would be, I am not a traffic man; I do 
not know what the details i::- of the arrangement are, 
but I expect that that grain would become Canadian 
Pacific grain at Edmonton and would fall under that 
arrangement. 

THE ChATRMAN: Q. Go to Calgary? 

A. NO sir: would fall under the arrangement of being 
turned over to Canadian National at Edmonton. 

MR. FRAWLEY: . For furtherence in Kamloops? 

A.s.Yes, sir. 

4. That would, then, apply to a]l of the 50% of your 
grain coming off the Noeth@hn (Albérte /Reiiwaye. 

As I would expect so, though I do not know. 

Q. On that assumption - and of course it is pretty 
important, that assumption 

MR. SPENCE: Well, I do not know that we can 
Say) 45+ 

Mh. FRAWLEY: That is in accord with what I 
would submit to the Commission, you see, 

THE (.TINGSS: Please understand that I am only 
making assumptions, because I am not a traffic man, and 
know nothing of the traffic arrangements. 

Mik. FRAWLEY: Q. Let me put the other pro- 
position to you. Suppose that it was not that, if I may 
say so,’perfectly sensible arrangement; suppose it was 
not, and it was turned over at Edmonton to the Canadian 
Pacific and you hauled it to Calgary and then sent it 
Over the Kicking Horse Pass to Vancouver, it would cost 
a lot of extra money as compared with turning it over 
to the Canadian National at Bdmonton. 


A. I would think so, yes, sir. 
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~» Now, it is late in the day --- it is late not only 
in the day but in the affairs of this Commission, and I 
would simply leave it, my lord, that my friend Mir, Spence 
would inform the Commission as to whether that arrange-~ 
ment 18 so, because there is a wide divergence, and if 
that grain is handled as Mr, armstrong says it is handled 
off the Canadian National, off the Northern Alberto 
Reilweys, then in my respectful submission, tuat is just 
as it should be from the standpoint of this Canadian 
National - Canadian Pacific act; but if it not, then of 
course that is another matter. Then we go from grain to 
livestock; there is a good deal of livestock that comes 
off the Northern Alberts, destined in part at least to 
Vancouver. As far as you know, then, the same situation - 
no, that is not grain, so then as far as the livestock is 
concerned coming off the Northern Albetia, at the moment 
that is hauled to Calgary and sent over your main line 
from Calgary to Vancouver - livestock. 

4.o AS Tar as I know, but I would not know if it were 
not. That is a matter in which I have no concern what- 
ever and no knowledge. 

. and the same thing with regard to livestock 
éfown on that Jillinsdon Subdivision, which is a Canadian 
Pacific line, and destined at Vanoouver; you say, there, 

arrangement 
being only this interchange/with grain, then that live- 
stock would be hauled to Calgary and sent over your main 
line to Vancouver; definitely at the moment that is the 
Situation. 

A. That is your assertion and not mine. all I can 
say is that I don't know. 

v» I thought you would know, because it is not grain, 
The only project you have here, the only co-operative pro- 


ject, has to do with grain, 
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a. I know that there is an agreement to haul grain 
in that way, 

%~e That is true. 

Ae I doknow the hauling of other freight is under- 
Stud y-, 

Ye Only under-study- i: 

“a. Only under-study;.. Only under study, and what 
local arrangements may be I have no idea, 

‘je Oh well, that is Something I did not know, 
Might there be some arrangement outside of what has been 
accomplishédunder the C.P. - C.N.R, 

a. There might be for all I know, 

MR. FRa/LEY: Do you know about that, Mir, 
Spence? Is there any such thing? 

Mn. SPENCH: No, I do not know. I can make 
inguiries, but I suggest Mr. Armstrong says he does not 
know, and I do not think we can g0 On making assumptions 
as to how the traffic moves until we find out the actual 
facts, 

MR. FRALEY: That is true. 

Mik. SFaNCB: I will be perfectly glad to obtain 
the information, and I will have it here on Monday and let 
you know, 

MR. FRA LEY: That is fine, Mr. Spence. 

Mr. Covert told us that the witness.«::. would be 
required to answer these Questions, and I am certainly 
putting no blame on the witness in the box now - 
certainly not - he could not say any more than that - 
but I think that is important to know, 

4+ I only want to ask you now,, Mr. Armstrong, 


about the proposal of the Cenodion Federation iof 


Agriculttire and what you think about that. I am 


reading from page 7536. It is proposed: 
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"Through amendment to the Canadian National- 

Canadian Pacific Act, the immediate appointment of a con- 
tinuing tribunal which would be given authority to undertake 
research and investigate all possible ways to reduce 
duplication of services and wasteful competitive practices; 
such tribunal to propose from time to time to the railway 
companies such measures as the findings of their research 
show would be fruitful in effecting economies; and that the 
tribunal report each year to parliament recommendations 
which they have made and the extent to which these have 
been adopted and carried out by the railways;" Do you 
think that that would be useful either substitution or 
addition, substitution for or addition to the existing 
legislation, 

&. [ have not given that matter any study whatever, 
I only heard of it this morning for the first time, and 
I have no opinion that merits expression at this time, 

Q.. ‘Bhi's proposal was not submitted to you for con- 
Sideration before you gave evidence, 

He NO, Six, 

ve ell, perhaps you would not mind - I don't want 
to press you to give an offhand Opinion unless you feel 
like doing it, Mr. Armstrong, but suppose that the 
tribunal were just a branch of the Board of Transport 
Commissioners and they were given 2» authority to undertake 
& research on their own ondan investigation on their own 
to see what ways tins. might be found to reduce duplication 
of Services and wasteful competitive practices, Now, just 
so far there would be no harm in that at a1, 

A. I do not know, That would depend, in my opinion, 
entirely on how the matter was handled. I have already 
expressed the opinion that force and co-operation seem to me 
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¥. That is right, 

4. If that is a matter of force, then I think it 
is an impossible pair of bedfellow s. | 

ve Yes, Mir. armstrong, but I was not taking it 
Step by step. At the moment I am only asking you 
your view on the proposal to amend the statute to 
give a continuing tribunal - that is, the Board of 
lransport Commissioners or one Specially set up; 
let us assume for Simplicity's sake it would be given 
to the Trensport Bosrd- to undertake research and to 
investigate all possible ways to reduce duplication 
of services and wasteful competitive practices. Now, 
if that is all the power was, you would not find any 
harm in that. 

a. I do not know, I would have to think about it, 

w» ell, now, what do you think at the moment 
might be an objection to that, 

ss. I would prefer to think before I said what 
was in favour of it or what was against it. 

Q. It is bringing in a detached point of view, 
isn't it? It is bringing in a point of view outside 
of the railway company. Now, at the moment, is that 
g00d or bad, would you say? Just think a bit, now, 

ae I do not think £ weuld care to express an 
Opinion, Mr, Frawley. One can give snep judgement: 
On these things and it could be utterly wrong. 

Q. That is true. I think it really would be 
hardly fair to present the second half of the pro- 
posal, That tribunal, would you have the right to 
propose its findings, the findings of its research, 
to the railway companies, with the suggestion that their 
Suggestions be acted upon? I suppose you would give me 
the same answer to that. 


Ae L am afraid I would have to. 
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17 M611; it is regrettable, because I personally 
would value your considered opinion about this Suggestion 
of the Canadian Federation of agriculture, 

4. Mr. Frawley, if I had a considered Opinion I would 
be glad to give it, 

aw That is what I mean, all I regret is that through 
no fault of your own, I am Sure, you Were not asked by 
your people to think about that and be prepared to give 
us the benefit of Your views, And now, looking at the 
statutes again, and trying to get at the meaning of these 
words in Section 16, in which section Parliament directed 
the railways to attempt forthwith to agree and continuously 
to endeavour to agree, -do you regard yourselves, 

as being under a statutory obligation con- 
tinuously to endeavour to agree on these matters which 
you Say are still uncompleted projects. 

Ae 188, (Si7, 

ve For instance, taking one matter that occurs to 
me, the terminal situation in Sudbury, where the Canadian 
National is very much the junior railway, and its ter- 
minals are away over in one end of the city, and the 
Canadian Pacific hus the old established road that was 
there before the city and is therefore in the centre of 
the city -do you regard yourselves as under the statutory 
Obligation to continue to find ways of bringing those 
Canadian National terminals into the Canadian Pacific 
terminals. 

A. If there is economy in it yes, sir. 

Q- Well,clwoyaways if there is economy in it. 

THE CHATRMaAN: yw. If what ? 

A. If there is economy in it. 

Mik. FRAWLEY: y. Before we get to the economy of 


it, just thinking of what the statute. says, you are 
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directed to agree, forthwith to agree, and continuously 
to endeavour to agree, so that you have the statutory 
Obligation, then, I take it, continuously to endeavour 
to agree about it? 

THs CHaIRMAN: Agree to what? 

MR. FRALEY: .. To agree to what? 

THis CHAIRMAN: ‘/hat does the statute say? 

THE wITNiSS: ‘ihat does the statute say? 

Mi. Fla LEY: "to agree, upon such.s@ co- 
operative measures, plans and arrangements as are 
feir and reasonable and best adapted (with due regard 
to equitable distribution of burden and advantage as 
between them) to effect such purposes." 

Thi CHATHMaN: ‘hat purposes? 

Mite PRAVLEY: The purposes being - well, one 
must look carefully at this section... 

COMMISSIONER aNGUS: uffecting economies, 

Mine PRA LEY: are of effecting economies, yes, 
thank you, Dr. angus - of effecting economies and pro- 
viding for a more remunerative operation, It is a little 
troublesome, and perhaps these things can be better 
understood in the light of some conerete illustration, 
and perhaps the situation of the terminals at Sudbury 
is as good as any other case. 

vw “hat do you regard as your statutory obligation 
onere; if any, 

A. If there were a possibility of securing economy 
by making a joint terminal there, I would say that we 
would be bound to study it. 

4» Then I am troubled to know just which comes first, 
You must first come to some conclusion as to whether 
there is a2 measure or a plan there to effect economies. 


4. Mr. Frawley, perhaps I can ease your mind by 
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Saying this: I think perhaps you will agree with me 
that it would not be an economy for the Canadian 
Pacific to tear up its terminal and &0 over to the 
National terminal, 

4 I would say that right away. 

TH ChalRMaN: 9. To what.? 

&. To tear up the Canadian Pacific terminal and 
divert all Canadian Pacific trains over to the Canadian 
National terminal. I think that obviously would be 
uneconomical. It requires no study to see that it would 
be uneConomical, 

Mi. FRANLEY: Yes, anybody who has ever been 
in Sudbury would agree with that. 

Toe! OPTNoOS. hb think so, I think so, . Then., 
secondly, since early in the war our Sudbury terminal 
hes been so badly congested we cannot handle our own 
business in it, and there is no opportunity for en- 
largement there that we have discovered, and we have 
been studying it for years, Now, in order to bring 
the Canadiiun National in there we have got to enlarge 
the terminal. ‘ve have got to enlarge it for our own 
purposes alone, and we do not know how to, so I do not 
visualize any economy resulting from bringing the 
Conadian National into a badly congested terminal now. 

a» &llright, that is a good example. Then you say, 
because of what you have just told us, then the 
statutory obligation if there is one lifts, 

a. Yes sir, 

4%» Disappears, 

A. Because there is obviously no economy. 

THs CHAIRMAN: Vell, it is time to adjourn. 
~~ Ihe Commission adjourned at 4:10 p.m., to meet 


again at 10:30 a.m. on Monday, May 1, 1950. 
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~ 21123 . Mondey. May 1, 1950. 
MORNING SESSION 
THE CHAIRMAN : Yes, Mr. Spence, 
MR. SPENCE; My lord, on Friday two or three 


on 
questions erose/which I Said I would make some inquiry 


-and let the Commission know our views and position, The 


fi rst question, as to what wes meant by unification, and 
that was discussed at Pages 21036 to 21038, T think 
perhaps I should like to say just briefly that the 
proposal for unification that was advanced by the 
Canadian Pacific in 1938 was that the railway properties 
of the two companies would be operated as a Single system 
under one management, the management to consist of some- 
thing in the nature of I Board of Directors appointed 
by the two COmpanies, The two companies would retain 
their indentity but they would turn over their railway 
properties to this Joint management to operate, Essentially 
the purpose was really complete co-operation by the 
elimination of the factor of competition. The Canadian 
Pacific of course is not advocating that procedure at the 
present moment, The Canadian Pacific is Opposed to that 
proposal now, 

The second question was a matter that arose at 
PASS 21117 -of.the transcript relating to co-operation in 
the handling of grain vis Edmonton and. Calgary. I have 
made some inquiries and I find that grain from the Northern 
Alberta Railways is considered to be included under the 
co-operative agreement; so that if it is delivered to the 
Canadian Pacific at Edmonton from the Northern Alberta | 
Railways, it is Subject to transfer to the Canadian National 
for forwarding to Kamloops under the co-operative agreement. 

THE CHAIRMAN: Would you say that again, please? 
If it comes down from -- 

MR. SPENCE: If it comes down from the Northern 


Alberta Railways and is hended to the Canadian Pa ific at 


cH | 


: 


ee 


ohee 
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Edmonton -- 

THE CHAIRMAN: In what cases is it handed to 
the Conadian Pacific at Edmonton? 

MR. SPENCE: If it is routed via Canadian Pacific, 
An endeavour is made by the Northern Alberta Railways to 
divide the traffic on 2 fair and equal basis. 

THE CHAIRMAN: Vea? Lisec, 

MR. SPENCE: The Grain traffic that originates 
on the Northern Alberts route via the CanadSenPscific, when 
it arrives at Edmonton is considered by the Canadian Pacific 
to be subject to this general co-operative agreement, if it 
is going t.o the Pacific coast. 

THE CHAIRMAN: And then it goes down to Calgary? 

MR. SPENCE: No. It would normally be handed to 
the Canadien National at Edmonton to take the short route 
under the agreement, 

THE CHAIRMAN: Does that mean that none OF at 
dll goes down 311 the way to Calgary and then West? 

MR. SPENCE: In actual fact, some of it does, yes; 
because occasionally the agreement gets out of balance 
because the Canadian National is unable to transfer 
enough cars to the Canadian Pacific at Calgary. 

THE CHAIRMAN: Did you Say at Calgary? 

MR. SPENCE: Yes, at Calgary. The Canadian 
National originating cars in the vicinity of Calgary routes 
them to the Cansdion Pacific through Calgary to Kamloops; 
but the Canadian National is at times not able to originste 
enough cars in that district and turn them over to the 
Canadian Pacific at Calgary, to balance the cars that the 
Canadian Pacific has turned over to the Canadian National 
at Edmonton, It is on 9 car for car basis. For that reason 
it is sometimes necessary for the Canadian Pacific cars 


received from the Northern Aberta Railways at Edmonton to be 
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petained byCanadian Pacific and routed vie their ow line, 

THE CHAIRMAN: Through Calgary? 

MR. SPENCE: Through Calgary; yes, my lord. 

There was another question involved there, My 
friend Mr, Frawley esked then whether there were any local 
errangements put into effect in respect of other freight at 
@algery and Edmonton, I om informed that there are no such 
local arrangements, that the only co-operative arrangements 
ere in respect of grain at the present time. 

At page 118, and the following Pages of the 
transcript, Mr, Armstrong was asked by Mr. Frawley as to 
his views on the Canadian Federation of Agriculture proposal, 
and at that time Mr, Armstrong was reluctant to express an 
opinion without more study of the matter, 

THE CHAIRMAN: Which proposel was that? 

MR.SSPENCE: The proposal of the Canadian 
Federation of Agriculture that there should be 9 new 
permanent tribunal to inquire into the possibility of co- 
operative measures , to recommend them to the railways and to 
make reports to Parliament, Mr. Armstrong has looked into 
that matter morefully now; and perhaps if Mr, Frawley hes 
no objection, Mr. Armstrong might commence by answering Mr. 
Frawley on that point. 

THE CHAIRMAN: All right, 

JOHN E, ARMSTRONG RECALLED 


Cross Ex, continued by Mr. Frawley 


Q. Yes, Mr. Armstrong. I had asked you on Friday for 


your views with regard to Dr. Hope's recommendation about 
the continuing tribunal, not necessarily 2 separate one, as 

I understand it, from the present regulatory body; but in any 
event, the advisability of the continuing tribunal being 
given special powers to undertake research inthis matter and 


to communicat® the results of that research to the railways. 
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You have gone over whet he has said? 

A. Yes, 

Q. And you have some views? 

A. Yes, 

Q. All right, Mr, Armstrong. Will you give them to 
us. 

A. Over the week~end I have given study to the 
proposal contained in the Brief of the Canadion Federation of 
Agriculture set out at pages 7536 and 7537 of Volume 40 of the 
transcript. This proposal appears to be that the Canadian 
National-Canadian Pacific Act be amended to provide for a 
continuing tribunal whose duty it would be: 
as To undertke research and investigate all possible ways 

to reduce duplication of Services and wasteful competitive 

practices by the two railways. 

ae To suggest to the railway companies such measures ag the 
tribunal might think would produce economies, and 

oe To report each year to Parliament the suggestions it had 
made tothe railways and the extent to which those 

Suggestions had been adopted by the railways, 

While the proposelof theCanadian Federation of 
Agriculture does not state in so many words that the railways 
ere to be forced to adopt the measures that the tribunal 
Suggests, it seems to me that the purpose of the proposal must 
be to force co-operative measures upon the railways. 

As I have already stated, force and co-operation 
Seem to me to be impossible bedfellows. I am therefore opposed 
to the proposal of the Canadian Federation of Agriculture, 

The proposal of the Canadian Federation of Agriculture 
does not make it clear whether the present provisions for an 
arbitral tribunel: are to be rescinded or whether there are to 
be two separate kinds of tribunals, one to make suggestions 


to the railweys and report to Parliament, and the other to be 
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invoked in the case of dispute between the railways. However, 
whichever plan were adopted the new tribunsl would exert 
pressure upon the railways in 3 different manner to that 
provided by the present Act, The pressure would come from 

the tribunalts reports to Parliament of the suggested measures 
that the railways had failed to put into effect, There might 
be, and no doubt would be, perfectly valid ana legitimate 
reasons on the part of one or other railweys, or both, for 

not voluntarily implementing measures Suggested by the tribunal, 
but nevertheless, they might be compelled to sdopt measures one 
or other of them considered to be damaging to its competitive 
position, 

I am favourably disposed toward Souanunaer hy to the 

fullest extent to which it can be brought about without deta ~ 
ment to the competitive position of either railway. Insofar as 
any action might force the railways to go beyond this, I em 
Opposed to such action, even though it be called co-operative, 
which, of course, would be 3 misnomer, 

I think that both railways in their own interest ere 
anxlous to adopt every legitimate means to effect economies, 
end thet when one railway cannot see its way clear to enter 
into a co-operative project the reason is elther that it is 
Satisfied there is no economy in that project or that the 
resultant detriment to its position outweighs such economy as 
there may be. To force a railway into such a so called co- 
Operative measure is in reality depriving it to that extent 
of its right to carry on its own affairs in whot it believes 
to be its own best interest and that of the people it Serves, , 

No one can know better than the railway officiols 
themselves where co-operative economies can be made and the 


possible dangers and drawbacks of many measures proposed in the 


name of co-operation. It seems unlikely that an outside body 


or tribunal, such as is suggested by the Canadian Federation 
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of Agriculture, could acquire such expert knowledge of a 
Situation as to enable it to arrive at 3 useful conclusion 
as to whether or not 2 particular project should be im- 
plemented, 

I have already described in Some detail the 
machinery set up by the railways to study co-operative 
proposals, I am setisfied that the facts relevant to 
such 2 proposal must be developed by a joint committee of 
local officers of the railways in the territory 4ffected by 
the proposal, thet it is essential that these facts be 
appraised by system officers such as those comprising the 
Joint Co-operative Committee, and that the final decision 
as to whether or not a proposal should be implemented must 
rest with the Joint Executive Committee which is composed 
of directors of each of the two railways, including their 
respective Presidents, 

It is my considered Opinion that a decision 
arrived at by the operation of that machinery is much more 
apt to be a sound decision than one reached by a tribunal 
of the kind proposed by the Canadian Federation of Agriculture, 
which ,would have neither the information available to the 
officers of the railways for reaching a decision, nor the 
responsibility of those officers for the results of that 
decision, 

Qe Mr. Armstrong, just to break up the recommendation 
or suggestions of the Canadian Federation of Agriculture, 
the ennual report of the proposed tribunal to Parliament 
would not in itself offer any great objection to you, would 
it, 

A, It would be the result of that report, 

Q. The reason I call that matter to your attention is 
that section 14 now requires the Canadian National Trustees 


to make a report, and in that report they must do certain 
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things. I am only quoting the part that relates to this 

matter, That report must set forth: 
",..8Nny co-operative measures, plans or arrangements 
effected pursuant to this Act, any economies or more 
remunerative operation thereby produced...and such 
other information as eppears to them to be of public 
interest or necessary for the information of Parliament 
with relation to any situetion existing at the time of 
such report, or as may be required from time to time by 


the Governor in Council," 


(page 21131 follows) 
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In so far as there might be what you term pressure applied 
to bring about the execution of plans upon which the 
railways had not agreed, do you not think that there is 
the same possibility of adverse pressure, as you might 
regard it, being applied pursuant to the terms of section 14, 
the report which the Canddian National must make under 
section 149 

A, No, sir, 

@. I take it that the Canadian National have 
faithfully made reports from time to time under their 
Statutory duty? 

A. I assume so. 

Q. I dare say you, as a member of this committee, 
have seen those reports, have you? 

A. From time to time, yes, 

Q. And they have reported what much or little has 
been accomplished under the Act? 

A Yes, sir. 

Q. And has there been an pressure in parliament 
criticizing the degree of accomplishment under this statute? 

Ans Mr. Frawley, as the proposal is made by the 
Canadian Federation of Agriculture I can conceive that in 
the first year, we will Say -- these are arbitrary figures, 
pure and simple -- there might be twenty-five suggestions 
made by this independent tribunal which were not adopted 
by the railways. The following year there might be 
another twenty-five and they would report a total of 
ie Be i oa In the course of several years there might be 
Several hundred which would be actually impossible or 
very undesirable for implementation, and yet here is this 
long list of suggestions reported to parliament that have 


been made to the railways and not implemented by the rail- 
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Q. Well, they would only be undesirable because 
in the view of the railways they could not be implemented? 

A. Economically. 

Q. But they would first have been examined and 
investigated by the research Staff of this tribunal before 
they were even recommended to the railways? That is 
inherent in this section that is proposed? 

A. My thought is this independent tribunal could 
not possibly have all the facts that the railway manage- 
ments have before them in making their decision, and as 
I said in my statement Just now, it seems unlikely that 
an outside body or tribunal, such as is Suggested by the 
Canadian Federation of Agriculture, could acquire such 
expert knowledge of a Situation as to enable it to arrive 
at a useful conclusion as to whether or not a particular 
project should be implemented. There is a vast differ- 
ence between Suggesting and implementing. 

Q. Well, Mr. Armstrong, do you not think in all 
fairness that is a rather defeatist attitude, that this 
tribunal could not have a research staff or advisers, 
who might intelligently approach the problem presented 
by this particular statute? 

A. I think they could reach 2 perfectly sound con- 
clusion as to what they were going to Suggest. I do not 
think they could go beyond that. 

Q. Would not the biggest part of their job be done 
by having reached a sound conclusion as to what should be 
done? 

A. I do not think they could reach a conclusion as 
to what should be done. 

Q. Under this new proposal of the Canadian Federa- 
tion of Agriculture they would be required to seek out 


economies that might be made, study them, investigate 
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them and then recommend them to the railways. Inherently 
what is really wrong about that up to the point of 
Suggesting them to railways at least? 

A. Because in my Opinion no such outside body could 
possibly get inside the brains of management and know the 
reason for management's conclusion. 


Q. That is why I said a moment ago, and I say it 


in all fairness to your greater experience, that that sounds 


a little defeatist to me, that you do not think this Board 
could accumulate some engineering and technical brains? 
You do not think that is practically likely? 

io I think they are quite competent to get per- 
fectly sound brains of the type you have referred to, but 
it seems to me that those brains could not at any time 
get inside the brains of management and know what manage- 
ment is driving at. 

Q. At the moment, Mr. Armstrong, there is very 
little policing of this statute. I am using the word in 
its best sense, of course; there is very little, if any, 
policing of the two railways under the statute? 

A. I think that is correct. 

Q. And this suggestion of the Canadian Federation 
of Agriculture would at least constitute some policing of 
what the railways were doing under the statute? 

A, It certainly would put more force into co-opera- 
tion, and in my opinion the two cannot go together. 

Q. In other words, you think if not one word of 
the statute were changed that would be a commendable 
Situation? That is really the position you are taking? 

Ps The existing statute? 

Q. Yes. 

A» That is the position that the Canadian Pacific 


has taken right along, yes sir. 
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Q. I want to ask one more thing about grain from 
northern Alberta in the light of Mr. Spence's statement 
this morning. I think we did not make it clear enough 
on Friday, Mr. Armstrong, you and I -- perhaps myself 
more than you -- that there is a quantity agreement, 
as you might call it, between the railways with respect 
to the interchange of grain at Calgary and Edmonton 
respectively? 

A. A car for car arrangement, yes, sir. 

Q. That is the point. In other words, you build 
up a sort of pool, as it were, or you do some bookkeeping 
in any event about it? 

A. Quite the contrary; there is no bookkeeping 
required other than to keep a record of the cars. 

Q. That is true, but at least you have to do some 
bookkeeping about the number of cars? 

A. Yes, sir. 

Q. And in the nature of things, looking at the map 
of southern Alberta, the Canadian National really one 
only has one line of railway running from Saskatoon to 
Calgary, the line that is called the Goose Lake line? 

A. I think that is correct. 

Q. Then they have the Grand Trunk and Grand Trunk 
Pacific lines between Calgary and Edmonton in a rather 
roundabout way? 

A. Tee’; 

Q. And we only regard that as south of Red Deer 
So that we have two Calgary-Edmonton branch lines south 
of Red Deer and the Goose Lake line from the border at 
Alsask into Calgary. That would be roughly the Canadian 
National mileage in southern ‘lberta? 


Fie I believe so. 
Q. And if they build up fifty cars of grain on those 
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lines to be‘transferred to the Canadian Pacific at Calgary 
then the Canadian Pacific builds up fifty cars on its 
northern Alberta lines, its Calgary-Edmonton line north 
of Red Deer, its line from Wetaskiwin to Macklin, and 
its Willingdon branch line, all the branch lines that the 
Canadian Pacific has in the northern part of the province, 
they would buil up fifty cars and turn them over to the 
Canadian National at Edmonton? 

A. Yes’. 

Q.Than if in a given year fifty cars were all that 
the Canadian National could muster on its southern Alberta 
lines then you people would not have to turn over, or would 
not turn over to the Canadian National at Edmonton more 
than fifty cars of grain? 

A, That is the principle of the agreement, yes, sir. 

Q. Well, of course, when you take fifty per cent of 
northern Alberta your grain is fifty per cent of the number 
of cars that arrive at Edmonton, fifty per cent belong 
to the Canadian Pacific? 

A. It may be. 

Q. Well, I think roughly Speaking that is right, 
that all traffic is divided roughly fifty-fifty between 
the companies. 

MR. SPENCE: Yes. 

MR. FRAWLEY: Q. Without trying to be absolutely 
meticulous about it, roughly fifty per cent of the grain 
that arrives in Edmonton belongs to the Canadian Pacific 
and fifty per cent to the Canadian National, and if you 
add to that fifty per cen* all of the grain you grow 
on lines in northern Alberta it would Surely outweigh 
the amount of grain which the Canadian National would get 
together on its Goose Lake line, and from Red Deer south 


to Calgary on the Calgary-Edmonton branch line? 
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A I believe it has consistenly done 50, yes, sir, 

Q. So that means that the balance ig mostly in 
favour of the Canadian PaciTiey You know what I mean 
when I say the balance is in favour of the Canadian 
Pacific? 

A. Tue Canadian Pacific ig prepared to turn over 
more cars to the Canadian National at Edmonton. 

Q. Yes, would be prepared to turn over -- 

Al. Is in a position to be able ste « 

Q. DULG 4s: not required to do so because of the 
lesser number of cars which the Canadian National has 
ready to deliver to you at Calgary? 

A. Es, 

Q. Then you only turn over the number of cars 
that the quantity agreement with the Canadian National 
requires you to? 

A. wesycsir: 

Q. So that everything over and above the number of 
cars that you receive at Calgary from the Canadian National, 
everything over and above that in northern Alberta you 
haul down to Calgary and send over your main line to 
Vancouver? 

A. I assume that that is the case. You understand 
why that is done? 


Q. Well -- 
A. Therreason for that 18 that it ioe 4 very simple 


matter to exchange car for car whereas the imbalance —- 
Suppose the Canadian Pacific turned over to the Canadian 
National twice as many cars as the Canadian National 
turned over to the Canadian Pacific. Then there would 
be the difficulty of developing what the cost to the 
Canadian National was of handling these Canadian Pacific 
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care, and there would be terrific complications in 
working it out. The scheme now in effect was put in 
some time ago, and rather promptly because it was such a 
simple arrangement, and Simplicity has its value. 

Q. I merely want the Commissioners to be well aware 
of the effect of this agreement. I want them to know 
that the amount of Canadian Pacific grain in the north 
that is turned over to the Canadian National is auto- 
matically strictly limited by the amount of Canadian 
National grain that is turned Over to you people at 
Calgary. 

A. I think it would be fairly stated to say that 
the number of cars of grain turned over by one railway 
to the other at either Edmonton or Calgary, as the case 
may be, depends upon the minimum number which the other 
railway can turn over at the alternate location. 

Q. So putting it roughly there is, therefore, a 
good deal of grain that comes down off the Northern 
‘lberta, and we will call that Canadian Pacific grain, 
that is hauled from Edmontonto Calgary and then shipped 


out over the Canadian Pacific line to Vancouver? 


A. I have not any idea of the amount. 
Q. Now, I want to ask you one more question about 
the statute. I am anxious to tie the operative words 


of the statute into the work that your committee is 
doing. Under the statute you are under an obligation 
forthwith to agree and continuously to endeavour to agree 
respecting those matters which you feel are economical? 

He So I understand, yes, sir. 

Q. And that applies to everything; that applies to 
this question we discussed on Friday and again this 
morning for a moment, the other than grain traffic 


between northern and southern Alberta, the exchange of 
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other than grain traffic for furtherance to the west 
coast? 

A. Eas. G1, 

Q. In other words, you would necessarily regard 
these operative words ag sthenuitehevor this arrangement? 

A. Zen. Gy, 

MR. FRAWLEY: Thank you, Mr. Armstrong; that is 
ail'y 

COMMISSIONER ANGUS: Q. You said that cO-opera- 
tion and force are not good bedfellows? 

A, Kes, sir, 

Q. Do you think that co-operation and competition 
are good bedfellows? 

Ae They are difficult bedfellows, I have made a 
statement on that also. 

Q. Do you think that the Act we are considering 
leaves open to the two railways a field of competition 
with each other which is of real importance to shippers 
and consumers? 

A. Perhaps the answer to that might be that if 
there were one hundred per cent co-operation there would 
be no competition, Every time you move into a co- 
operative project to that extent some type of competition 
is eliminated. 

Q. Do you think, however, that at present there 
is some competition which is of importance to shippers? 
Do you think they are getting better treatment than they 


would get if there were one hundred per cent co-operation? 
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A. It is my information that whenever an industry, 
or other shipper is secking to locate its plant **it 
endeavours to get its plant on to both railways, in order 
to have the advehtege of the competition between them. 
Perhaps that is an indirect answer to your question. 

COMMISSIONER INNIS: 9. Is it to have the 
advantage or to prevent the exploitation? 

A. Are they not two sides of the same medal? 

COMMISSIONER ANGUS: 9. What form does that 
competition take, the competition of which he gets the 
advantage? 

A. A matter of service. 

Q. Could you illustrate? 

A. Well, being neither an operating nor a traffic 
man, I would have difficulty illustrating, but as an 
engineer I would say that where without competition 
service between Montreal and Toronto might be second 
morning delivery, today it is next morning delivery. 

THE CHAIRMAN: Q. Do you mean competition with 
the trucks? 

A. No, sir; competition between the railways. 

Q. That has brought that about, has it? 

A. I don't know that it has brought that about; I 
cannot answer that, sir; but there has been a demand for 
increasing speed of freight shipments, and if there were 
no competition between the railways, if there were just 
the one railway and no railway competition, there would 
be no incentive as far as another railway is concerned 
for either railway to speed up. 


Q. I think we were told that this truck competition 


v 


really brought on that more rapid service. 


A. It may be; but I think the same--- 
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Q. That would apply to both railways? 

A. I think the same would hold where there was no 
truck competition and the two railways were serving the 
same territory. I may have chosen an unfortunate 
example in taking Montreal-Toronto, but I think the same 
thing would hold in non-competitive (so far as trucks 
are concerned) territory. 

COMMISSIONER ANGUS: Q. I wasfy going to say,-- 
this may not be a fair question to ask you, but in the 
aggregate do you think that the benefits that Shippers 
get from measures of competition between the railways 
would outweigh in the balance the additional cost to 
Shippers of bulk commodities for lone distances that 
are occasioned by co-operation not being one hundred per 


cent? 


A. I do not think I know how to answer that question. 


Q. <All right, thank you very much. 

A. It seems to me that our present type of civil- 
ization in Canada is based on competition, and in so far 
as that civilization is worth retaining, perhaps that is 
one of the parts that should be retained -- and I am not 
a Red. 

COMMISSIONER INNIS: Q. You want a monopoly to 
maintain competition? 

A. You must avoid a monopoly in order to maintain 
competition. 

9. Iwas just wondering whether you were putting 
yourself in a position where competition was so important 
that you would welcome any sort of support vuwhich would 
guarantee it; that is to say, you would welcome a mono- 
polistic control to guarantee it, but above all things 
we must have competition? 


A. I can only make a general statement, because I 
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have in no sense analyzed the Situation to find out 
what competition is costing and what the benefits of 
competition are in so far ag the railways are concerned. 

COMMISSIONER ANGUS: I asked my question be- 
cause the shippers have not been very forthcoming in 
telling us of the benefits they receive from competition. 
I do not think we have haa any evidence on the record of 
that. 

MR FRAWLEY: I think, Sir, that I :have admitted 
that there is now a low rate between Calgary and Edmonton 
on the firstfour classes that is only there because of 
truck competition. 

COMMISSIONER ANGUS: I meant the competition 
between the two railways, Mr. Frawley. 

MR FRAWLEY: Oh, I am sorry, sir. I think you 
ere, quite right. 

THE CHAIRMAN: Mr. Brazier. 


CROSS-EXAMINED BY MR BRAZIER: 

Q. Mr. armstrong, just to follow up a bit Mr. 
Frawley's questioning with regard to the grain in Alberta, 
would you agree that the Canadian National Railways have 
a much cheaper operation through the mountains than the 
Canadian Pacific Railway? 

A. I would think they probably had, yes, sir. 

Q. It is a fact, is it not, that there are practically 
no grades on the Canadian National between Jasper and 
Kamloops? 

A. Their grades are lighter than the Canadian Pacific 
grades. 

%. About one per cent is the biggest grade they have, 
16n't it? 


A. I don't know that it gets that high; I don't know 
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the figures. 

%. It is very much under your own grades? 

Ba You, sin. 

9. And the Canadian National can haul a full train- 
load right from Edmonton to Vancouver of fifty-eight cars; 
is that considered a full trainload? 

A. I do not know what they consider a full trainload. 

Q. What do you consider a full trainload with one 
crew? 

A. What the locomotive can haul. 

THE CHAIRMAN: Q. I beg your pardon? 

A. What the locomotive can haul. 

MR BRAZIER: 9. What would that be on an average? 

A. I don't know. It depends on the weight of the 
cars, the contents, and various other things. 

9. Isn't there some regulation regarding the number 
of cars you can put behind an engine, by the crew that you 
have, for one crew? 

Pe Lt Cleemy impression that an additional man is 
added to the train crew when the number of cars in the 
train exceeds a Specified number. 

Q. What is that Specified number? 

A. What that number is I do not know. That is an 


engineering problem. 

Q. If you had fifty-eight cars being hauled from 
Calgary to Vancouver you would have to split it up; if they 
were heavily loaded cars you would have to split it into 
about four sections over the mountains, wouldn't you? 

A. That also is not an engineering problem as such. 

I do not know what they are handling. 
Q. Have you no knowledge of that at all, Mr. Armstrong? 


A. No, sir. 
Q. You do know that it is necessary for the C.P.R. to 
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add two and three and Sometimes more engines on a train 
fSo0ing over the mountains? 

A. Yes, sir. 

Q. And that does not occur on the Canadian National? 

A. I do not know their operating practices. 

PS 8 wonder, Mr. Armstrong, if you would turn to 
page 132 of the OER < brief, Part I; on pages 132 and 133 
you list the projects which have been adopted under the 
C.N.~C.Pi Act. TI call your attention, Mr. Armstrong, to 
the fact that out of a total saving of approximately 
$1,200,000, almost $1,000,000 of that was Savedkwith regard 
to passenger Service? 

A. es, sir, 

Q. AS a matter of fact, the only Substantial Saving 
that has been made under the Act has been in regard to 
passenger services? 

A. Yes, sir. 

Q. And that substantial Saving was made Simply on 
pooling of three services between Toronto and Montreal and 
Toronto and Ottawa? 

A. And Montreal-Quebec. 

®. And Montreal-Quebec? 

A. Yes, sir. You understand that I do not know 
whether that is a Saving today. That was the estimated 
Saving at the time the report was submitted. 

Q. Would it be reasonable to Suppose that the saving 
today would be greater or less, bearing in mind that your 
costs have Substantially increased since--- 

A. As I stated earlier in my evidence, in times of 
depression, if I may use that term, when the two railways 
are each operating independent trains between two points, 


each we will say less than half full of passengers and 


other load, there is definitely a saving to combine those 
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two trains into one and operate that as a pool train. 
When business increases SO that one pool train may be 
consistently operated in two Sections, then there are 
Still two trains running, and there is no saving whatever. 

Q. Well, the point I am interested in, Mr. Arm- 
Strong, is to know the reason why this pooling of 
passenger services was not carried to a wider extent back 
in 1933 ard 19349 

A. Many other locations for pooling of passenger 
Services on various bases were Studied, and the cost of 
putting them into effect was so great that it made the 
then rather doubtful Economies not worth while. 

Q. Well, let us take a Specific example, between 
Ottawa and Montreal; why was not the passenger service 
between those two points pooled when it was pooled around 
the other two sides of the triangle? 

A. Because of the divergence of territories served 
by the two railways between Montreal and Ottawa. 

Q. Well, does the pooling of your fast passenger 
trains require giving up of the territory completely? You 
Still run the local + trains, don't you? 

A. Still run local trains, yes, sir, but the pooling 
is only between Montreal and Toronto and certain Specified 
common points. It is not all traffic handled on those 
trains. 

Q. I quite appreciate that. That is why I asked you 
as between Ottawa and Montreal why it was not pooled? 

A, The same number of trains would have to be run. 
There would be no purpose in the pooling of revenue if 


there were no Saving in train miles. 


2. Do you know whether or not ‘the Canadian Pacific 


uv 


make money out of their passenger service? 


A. I know the general opinion, but I have no ‘yo 
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knowledge of the figures, 


at Well, what would you say that general opinion 
48, UMP, Armstrong? 

A. I think the general Opinion of all railways is 
that the passenger service is a losing business. 

Q. So if at any place you can cut down your passen- 
ger service, you would be taking less of a loss than you 
would otherwise be; isn't that so? 

A. If we were permitted to do So by the trucks, yes, 
ya 

Q. Now, have any other applications besides the 


three pools been placed before the Board of Transport? 


A No, sir -- you mean in regard to pooling? 

Q. MESIpooling of passenger service, 

Ae No, sir. 

Q. These are the only three that have ever been 
proposed? 

A. Yes, sir -- ever been laid before the Board 


of Transport Commissioners. Many others have been pro- 
posed and discussed and considered by the railways. 

Q. I think you show one here of a general pooling 
of transcontinental traffic, don't you? 

A. AS a matter that has been studied? 

Q. On page 137 you mention projects on which study 


was interrupted owing to war activity? 


A. Yes, 
Q. "Nation-wide pool competitive passenger train 
services, | 


A. Yes, sir, 


Q. I suppose that would cover your transcontinental 


service? 


A. That was a study of all competitive passenger train 


service throughout Canada,and it was reported on once. The 
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report came in to the Joint Co-operative Committee, and 
after study and even Submission of a report to the Joint 
Executive Committee it was referred back for further study. 
It was in the second Study stage, if you choose, when the 
war interrupted the activity. 

Q. What has happened to that particular Study since 
that time 

A. Well, during the war » when the railways could not 
find enough equipment or men to handle the passenger busi- 
ness that was thrown upon them, there was no study given 
BOTS eh adds. 

9. DIquite appreciate that, Mr. Armstrong. The rail- 
ways were used to full capacity’ 

Hieyves, sir, 

a, 1 Bi Suggesting to you today that the situation is 
changing Somewhat, particularly in your passenger services; 
your revenues are again falling? 

Pwo Yes, sir. 

Q. Very Substantially; and I wondered, bearing that 
Situation in mind, whether the management have again 
decided to Study this problem? 

Ay, Tbe be unnecessary for them to again decide to 
Study. The Joint Co-operative Committee has instructions 
from the Joint Executive Committee to study. 

Q. And that study is going on at the present time? 

A Those instructions still stand. 

. Would it be your opinion that there are no 
economies, no substantial economies, to be obtained by the 
pooling of passenger service? | 

A. They have not yet been discovered, and were not 
discovered in the first Study of it that was made. 

Q But yet the three plans that were put into effect 


did bring about very substantial savings? 
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A. They brought about estimated Savings under 1933 
conditions. Whether there is any Saving in them at all 
today I do not know. 

Q. Now, take the Situation Speaking for my own 
province, your transcontinental Service out at Vancouver. 
Both railways run one train to Montreal and one train to 
Toronto out of Vancouver each Evening; is that correct? 

A. I think that is correct. 

Oe "And the ¢.P sR: 2also run an additional train in 
the morning? 

A. Yes, sir. 

Q. Do you think there is the traffic on that run 
now to warrant five trains on transcontinental service 
each day? 

A. I know that during the depression, when there 
was not traffic to warrant that number of trains, they 
were reduced very promptly. There was only one train out 
Of Vancouver for Sudbury, and it divided there into the 
Montreal and Toronto lines. The morning train is not 4 
fast train; it is the work-horse train, so to Speak. 

Q. The wayside one? 

A. It handles all the business along, so as to re- 
lieve the fast trains of stops. 

2. So you say that from the mere fact that those trains 
are still in operation, you are of the Opinion that the 
traffic warrants it? 

A. Yes, sir, that would be my assumption. 

COMMISSIONER INNIS: Q. You must get the permis- 
Sion of the Board before you can take off a train? 


A. So I understand; in order to abandon an operation we 


must go to the Board and prove that we do not require that 


train. 
Q. Do you find the Board very receptive to quick action? 


A. I have never been before the Board in that matter, 


how they handle it, Dr. Innis. 
—— J " “(Page 21147 follows) 
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MR. SPENCE: TI don't think there is any doubt 
about the whole thing, getting permission of the Board 
when it is necessary to withdraw trains, As a matter 
of fact there is nothing in the Railway Act that requires 
us to obtain the Board's permission merely to take off 
a train, It has always been the practice of the railwayx 
companies to apply to the Board when we were proposing 
the taking off of a passenger service altogether, although 
even there the Act does not compel us to, but as a 
matter of courtesy to the Board and as a matter of 
protecting our position. 

COMMISSIONER INNIS: You do purely as a matter 
of courtesy? 

MR. SPENCE: As a matter of courtesy and as 
@ matter of showing the public why it is justified that 
we are discontinuing the passenger service, we do apply 
to the Board and get an order, 

COMMISSIONER INNIS: The protest that might 
develop in any community against dropping a train 
service would not be comparable to that of abandonment 
of lines? 

MR. SPENCE; No, not comparable to the abanden- 
ment of lines although we do quite often have 
protests in considerable numbers, 

COMMISSIONER INNIS: Would they go before the 
Board? 

MR. SPENCE; And changing our service. Yes, 
before the Board. 

COMMISSIONER INNIS: Even taking off a train? 

MR, SPENCE: Even taking off a train. What we 


do in changing a schedule by the taking off of a train 


eo. yaar , at 


oye, a - re rs a iy see i ; ; 


S468 Vite ai otems AEM STAG EZ . 20g, od aa sled ap 
Sicha off 90 folestetieg watedag Barad ote ot duoda i 
1250 4 6A vee Seipddaw O# yrbeboded at ot fone | 

ae cama oid a achdvod, at sxpitd #002 1 ; 

‘to curd ct pitts Bateedwaed. eliiesod ede neeeee ata a 

1S te esbicsty 354 goed eyewlse Gar -3t withantha 

gitacaped Ste ov ity Saag eatog yigaa ved eottaqmes 
feos .4aifoqodla -oiviad seumieead 6. 40/998 Jsnzalat. out 
tod 40 8 Rego G6 eoeR Som ae cred) aoe x 


tele 
= 

. 

* 
—< 
-_ 
mH 
ce 

a a) 


Ed 
- 
a 
. 
J 
a 
op 


- 
ii2 Bike Diol ofa oF geatawes to sodvam — 


~WOLLeog Are, gat poo tareg | 
op ee ee Ly ae Om ae eee ee oe i) os p: ih uy epee sty ; “a 
. “ie Of gey SIM Mavoias MMOD on) 


Cyveatauas, Yo 


—_ . . a ee te . x ~ ‘ . . ‘ oe ~. 


Oe. Vaoseo Lo estat 2.88 SCRE IE ae ‘4 


4g ae it eo eer. a ie <a ti me ee os Loy ae + : { 
AG Dor isoea: Bk wi Tw oid deg ead we woe Te Seda 
C Sane ae oT, a ae ee ae ‘alae eo J ad a sige wt Ca cigs eS ee ats | : 

as ale = Phy te, " wt Ve 4) 6 A’ “Whee E 4 VA ats Sa toRL hme LD Sta ov “i 
,Tebve fe 26h) Bite Paseo eid or’ 
ao a 


| 
gieie Jot? taetetq. aaT 12TH ABMCTeeTMMOO | beat | a 
|! 


elaae 4 siiugoeh jeatens (a Lipa qua ek eae 
nomstohRed “lo Jade of ofdsenien ag afok, biwaw oot : 
Tepatt- 10 

Sousete ate at & Laersreed., dec on ' - AGREES aM Als io apt 
nedtée odivp. ob sw cewontie poatinvg | 
.Pisiain eldetebranao, atidges 20% 

at wrote’ oy yeas bigoW -o7oait ATMOTER TMOG, mn Ba 


| Vibes 


: : it alae 
,2°T .,20iviee two Bib edetts BK + I = ee 
4 sb, pois 
or 
fatewt « Yo sthies aeva. «eta stream 
ow ded salwed © M10 gitdad Gove yaamiee) | 
AIeIs 6 lo Tio gataad asd 4a otedelted oa ee i 
ny 1 + 
—_ = f uaa 


PTP 


~"21188.. Mr, Armstrong cr,ex 


or evenchanging its time, is to post notices in all 
the stations and then we also notify the Board and 
send the Board a copy of the notice. Then protests if 
any, go to the Board of Transport Commissioners and the 
Board asks for our Submission on the matter, and if it 
thinks the situation is Sufficiently serious to justify 
a iearing, it will have a hearing at the point or points 
where the complaints are being made. 

COMMISSIONER INNIS: So that although it is 
a matter of courtesy, it is as a matter of fact really 
determined by the Board? 

MR. SPENCE: It ig really determined by the 
Board. 

MR. COVERT: I was going to ask Mr, Spence 
if it is not really the same thing as putting themselves 
in the position of having to make an application to 
discontinue a Service, even though the Railway Act does 
not compel you, from the fact that it does amount to 
that. 

MR. SPENCE: Yes, I think so, In actual 
practice the complete abandonment of lines requires a 
very great deal more proof. It is a complicated sort 
Of application with a great deal of material required 
by the Board. When it is merely the discontinuance of 
one train we do not have to go back over our records 
and supply such voluminous figures, but the Board has 
to be satisfied that a genuine Saving is to be made 
that outbalances the inconvenience to the public. 

MR. O'DONNELL; I think it is governed by 


the provisions of Section 312;- 
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"That the Company shall, according to its 
powers furnish adequate and suitable accommmo-- 
dation for the carrying, unloading and delivering 
of all such traffic," 

That is sub-section (b) ana "traffic" is defined in 
sub-section (35) of Section 2 as: "The traffic of 
passengers, goods and rolling stock," 

Then further on in Section 31e:- 

TMinianyveasei sich Gecoumodattonids HOE, 
in the opinion of the Board, furnished by the 
company, the Board may order the company to 
furnish the same within such time...." 

and so on, I think that is the way it works in practice. 

MR. SPENCE; Yes, I agree with that. Section 
312 is the only Section that governs a situation of that 
kind. 

MR, BRAZIER: Q, Now, just take a situation 
in another province. I was recently in Calgary, Mr, 
Armstrong, and noticed an announcement there that the 
Canadian Pacific were putting on two additional passenger 
trains a day between Calgary and ~ -Edmonton in order 
to compete with the airways, putting on fast trains, 

I think, running the distance in four hours, The C.P.R, 
has the short line between Calgary and Edmonton, is 
that correct? 

ha, os’, 

Q. Have you ever suggested that the pool be 
established between C.N. and C.P.R. on that line? 

A. I don'tthink that has even been suggested 
by anyone, 


Q@. Do you know how many trains each railway runs 
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between those two points? 

A. I don't happen to know, no, sir. I trust the 
Commissioner will bear with my ignorance on matters with 
which I do not have a concern, in the matter of operation 
and traffic and things of that kina. 

THE CHAIRMAN: There are some things that even 
the Commissioners don't know. 

A. Thank you, sir, 

COMMISSIONER INNIS: Your modesty is very 
gratifying. 

MR. BRAZIER: Q, It interested me to see, 
Mr, Armstrong, that this Montreal - Toronto - Ottawa 
pool was made effective on APPLL 25-1933) andthe 
Montreal - Toronto, Toronto - Ottawa, Montreal - Quebec 
was effective March 11, 1934,. Now, even back in those 
days those would be amongst your heavisst passenger lines, 
wouldn't they? 

A, Unfortunately they were not in those days. 

Q. Well, were they with the C.N.R.? 

A. Were they heavy passenger lines with the C.N.R.? 
No,Vsir, 

Q. They were not? 

A. No, sir, 

Q. Speaking relatively were they heavier lines for 
passenger lines? 

A. There were no heavy passenger lines in 19%3 ana 
1934. That was why there was the opportunity, 

Q. Speaking relatively they were your heavy 
traffic lines? 

A, They were heavy traffic lines, basically, yes, 
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Q. And it did not take very long to bring into 
effect the agreement to pool that traffic? 

A. No, sir, there was an agreement. However, it 
took 4 great many years to develop an wreement , 

Q. You put the Sconomy into effect right away? 

A. Yes, sir, we had to Save money. 

Q. I am interested in knowing why your studies 
of other competitive Passenger traffic should take so 
long, 

A. Because the economy is not there as far ag 
we have been able to discover, 

@. And that was go even back in 1933? 

A. The only way in which economy in pooling can 
be made is by the elimination of passenger trains. Where 
bassenger traffic over a line or, we will say, over each 
of two lines, one of each railway, has been trimmed to a 
dare minimum, then the next step is to abandon the passenger 
line over one line or the Other and operate the remaining 
trains over the remaining line, putting one territory 
entirely out of commission as far as passenger service 
is concerned. That is where the rub comes,in where the 
territories are not completely contiguous, 

Q. You are saying to me that there were no economies 
that could be seen in other pooling of passenger service 
when this matter was first studied in 1933 ana 1934? 

A. That is correct, 

Q. Are you speaking from the point of view of the 
Canadian Pacific Railway or from the point of view of 
both railways? 

A. That was the report of the Joint Co-operative 


Committee which has officers of both railways on it, 


Oyen eh ee ee Y 


- 


aa 
rat 


= .-5 


cs % 


Ho Bors aeTe 


ton BER 2s bad of 
4 gpameenga ois aowtie 


“ 


a4 ,SSYoe- SS «TASER Re Sey ataqs 1928 ,oi wh 
, SAONBAe We QGLNVSh OF BIACY Ales gegke w Aond 
ss bie roa ae 7 va 350%? SATARG3e aliy =f iy “* ay ra 
. at ty . tek 4 i ve ai LI i te 3 mtg -* aad ath§ te he % Py 
n = i 
, Pose SvBe og? Bea ey yee ht! ea. 7 
P Fy ie a! * Fl b _ : o 
cee! git SEK (oe BRIWO Fe SES eR Ee ee ee + 
4 ti fable BF] ISed Leugieee Cv ES eI GtRe Fenny ae 
ened 
. q ‘ , ge * a 
Be io) 2h WHORE S04 SP GaoRRee GEs Sansa (A r 
P + <—— sc nus S 
SA¥R98 £0 BF 9408 FaSe SESS ee 
CA Sk Sf PRO HOVSG Of Bey one ahs Bi er 
ae hia Sf THONG0R GOLe Ae FR Pee SAL ee 
Suegh ,nwbegd sagnganeg We adgteatedio edd qd et ebemaee 
ESS Buy ,vor LEEe oe .@@ enmil & Meee GEtiets seaceee 
. P a 
el BRITS Sane | - POR aN Wass 16 OAS gPORiL OF ta 
RO aS 2 a) {ct GAR BE hs i xk Gee) eS 0 eet RL LG a 
Eas. ne 4 as Se oes ~ > ie ne eo ci ra Veto Bt A aks BIO he a ee 
- ‘ & 4 “ 4 =. —v rt t see ow * : ™ 4 
ae a 1s at BPA ae vin | i" ait FES CHGS af oy G eatee z 
ve 
WIVES SOS8O8seG AP oak 48 Solegiamas oO CoO Yate 
te 
'¢ Study GP. samen Gus ght Avante eh tant 4 Deqrteanee aes 
7 
a tpae ChAT Eee i AST S9.Ne8® TO Se & aie 
havierign: hh Aiioy ones forte OF OF RASS ae yor oe 
De ae apog AER. j 5 * 33 aa) PAC ' SALES itt rel Sh ag bLuas 
THREE Deli Sakae {4 Dat Babe SREDLY Saw Sec ee Bldg 
, 4ee%oo at 
~ i 
ir 2 WAY st Sh Gay LAA: 5 i. Bele Sone HOX, ciel 
+f 
wate 7 she ost gies} ses , 
io Waly FO dafad 8Ay. MOR) Se Saekien 
ae ae ae 
p “’ , 4 a 
; EEE ces ret tre be a t's 
VETSeeuoKOy SHIRA Bey 3G deed ag Ont biti tie i 
od 
'? 1G t P, - ‘ 
JT) 1G RUSHES Added Jo eggahtig sad dal 


TP - 21152 - Mr, Armstrong cr.ex 


Q. And both reported in the Same way? 

A. Yes, 

COMMISSIONER INNIS: Does labour express 
its views rather strongly on all proposals for pooling? 

A. I think that labour is consulted only after 
agreement has been reached as to what is to be done and 
then the matter is taken up with labour to find out how 
to adjust the labour problem in that Situation, in the 
new situation that will arise, 

Q. So that they have no voice in the proposal 
until it has been agreed upon? 

A. That is my understanding. 

MR. O'DONNELL; I think Section 16 of the Act 
provides for that, 

THE CHAIRMAN: Section what? 

MR. O'DONNELL: Section 16 I think, sub-section 
1, has reference to that fact. 

COMMISSIONER ANGUS: I suppose that dividing 
labour costs might make some schemes attractive to the 
managements which were not ‘attractive to the lower 
classes? 

A. I would think so, yes, sir, It is certainly 
making mechanization economical that was not previously 
economical. 

COMMISSIONER INNIS: Does labour protest 
occasionally? 

A. I could give no details of that. That is 
another dateas that does not fall to the engineer to 
know. 

MR. SPENCE: I do not think there has been 


any protest made at the hearing before the Board by labour, 
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as far as I know. There may have been ‘ presentations 
made to the railways, 

THE CHAIRMAN: Pardon me, would the Board listen 
to any protests by labour in Such a case? 

MR. SPENCE: Would they? Oh, I think they 
would, my lord, yes. The Board is very receptive to anyone 
who wants to make a representation if in any way he can 
establish the fact that he is an interested party. 

THE CHAIRMAN: Of course, it is - part of that 
Same Section 16 which directs co-operation, directs also 
that any plan or arrangement you make shall contain or 
provide for a fair and reasonable apportionment as between 
the employees of the two railways, that you are to negotiate 
with the representatives of labour to bring about that 
effect? 

MR. SPENCE: Yes, my lord, 

THE CHAIRMAN: The representatives of labour are 
brought right in-to the question by Section 16? 

MR, SPENCE: Yes, my lord, 

THE CHAIRMAN: That is, the railways are further 
directed that whenever they shall so agree they shall 
endeavour to proceed through negotiation with the 
representatives of the employees effected and so on. 

MR. SPENCE: Yes, my lord, and whenever a 
proposal is presented to the Board, the Board of course 
makes certain that its provisions are followed. What I 
intended to say when I got to my feet was that I do not 
recall any case in which labour has had a counsel or 
representative present to make representations to the 
Board at the hearing. I think the Board has looked after 


the interests of labour, as no doubt the railways have 
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themselves, by making proper arrangements so that representa- 
tions are not necessary, I believe there is another 
Section of the Act that provides how displaced labour shall 
be taken care of, 

MR. O'DONNELL: There is a schedule to the Act, 
J Geo, V1 chap.37 which came into foree on ‘3rd June 
1939, and then there is a further provision in 1l George. 
VI chap. 28, which is the further amendment of 27th 
June, 1947, 

THE CHAIRMAN: One of these amendments, ah 
say, became effective of 3rd June 1949? 

MR, O'DONNELL; Yes, that is > Geoaivariche pws? « 

THE CHAIRMAN: Yes, I have that. Dia you say 
that there were two Statutes? 

MR, O'DONNELL: Then there is a further one, 
11 Geo. VI chap. 28 which came into force on 27th June, 
1947, I think in the consolidated form of the Act which 
we provided to the Commission those are included. 

COMMISSIONER INNIS: The Board would draw no 
line as to when labour might be affected and when it 
might not, that is to Say, it would not consider the 
question of wages for example, but it might consider 
the question of displaced labour? 

MR. O'DONNELL“; My reading of the Act is, 
that insofar as the Board is concerned it has nothing 
to do with this co-operative measure, The Commission 
will remember that the only place, so far as I am 
concerned, that the Board comes into play at all, is 
the reference to the Chief Commissioner acting 
personna grata as Chairman of the tribunal. 


THE CHAIRMAN: That is in case of dispute? 
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MR. O'DONNELL: Yes, 

COMMISSIONER INNIS: [I really meant abandonment 
of lines, 

MR. O'DONNELL: That is different, 

COMMISSIONER INNIS: Which do come under the 
Board 

MR. O'DONNELL: Oh, yes, I am sorry, 

THE CHAIRMAN: If the agreement has to do with 
the abandonment of a line, the representatives of labour 
must be consulted by the railways, mustn't they? 

MR. O'DONNELL: Yes, under the Act. 

THE CHAIRMAN: So that a proper apportionment 
of the burden between two classes of employees can be 
provided for? 

MR. O'DONNELL: Yes, that is provided for in 
this Act itself, 

THE CHAIRMAN: In that case then it woula 
appear that if the Board is to consider abandonment, 
it would also consider the position of the workers, 
wouldn't it? 

MR. SPENCE: I think what the reilway does 
is to put in this application to the Board proposing 
this abandonment - - 

THE CHAIRMAN; You show the Board that you 
have the agreement? 

MR. SPENCE: Show the Board that we have made 
Satisfactory arrangements for labour. 

THE CHAIRMAN: Well, if you did that of course, 
but if you didn't do that I cannot see why the workers 
Should not appear before the Board. 


MR, SPENCE: No, there is no reason why not. 
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COMMISSIONER ANGUS: Is it only abandonment 
cases that have to come before the Board? Could not 
Someone challenge 4 reduction of service? 

MR. SPENCE: Oh, yes, 

MR. O'DONNELL: Section 31S. 

MR. SPENCE: And the pooling arrangement was 
approved by order of the Board, It was submitted to the 
Board for approval. 

MR. BRAZIER: No objection, I presume, Mr. 
Spence to that from anybody at that time? 

MR. SPENCE: I don't know, I could not say. 

MR. BRAZIER: Q. There is another project. I 
would like to discuss with you, Mr. Armstrong, page 138 
of the submission. These other projects which have 
received study, the second one mentioned is the Okanagan 
Valley pooling of train and boat services, The situation 
in the Okanagan Valley is that both railways run over 
the same track between Kelowna and Armstrong, is that 
corm sect? 

ENE = Yo 

Q. And you separate there, you going on to Sicamous 
on the C.P.R, and the Canadian National going to Kamloops? 

A, Yes, and they come together again at a point 
east of Kamloops, 

Q. And I suggest to you that the greater portion 
of the passenger traffic in the Okanagan Valley is obtained 
along the common line in Kelowna and Vernon and Armstrong? 

A. I would expect so, the larger populons centres 
are on the common line, 

Q. Can you tell us now about what the study in 


that particular instance showed, whether any saving could 
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be made? 

A, I cannot answer that question categorically, 

The Joint Co-operative Committee recommended pooling of 
the passenger train service in that Kamloops-Sicamous - 
Kelowna area. Then when it came to developing the agree- 
ment as to how that was to be put into effect, the matter 
went to our respective passenger traffic managers and 

they got into a technical tangle of some kind over 
passenger -- I am not even going to be specific about that; 
but they found something that they concluded would upset 
the entire transcontinental rate Situation, and the 
technicalities of that are way over my head, and the 

Joint Executive Committee withdrew approval of the proposals 
for those technical reasons,that it seemed to be insur- 
mountable, as I understand it, 

Q. But you have no idea what they were? 

&. I cannot explain them. It is a technical 
Situation in the passenger rate situation of some kimi 
that I do not understand at all. I confess I never 
gid understand it. I had to accept their word for it, 
that is the passenger traffic managers, 

Q. Then that is the only information you can give 
us in regard to that pooling or co-operative effort ? 

A, Only in regard to that feature of it, yes. 

Q. But in the beginning it looked to the Joint 


Co-operative Committee as if some saving could be made? 


Q. Is there any reason why one locomotive, for 
instance, could not be operated between Kelowna and 
Armstrong and haul both C.N. and C.P. passenger cars? 


Is that a feasible operation or not? 
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A. JI imagine that could be feasible if you knew 
what to do with the locomotive you took off at Armstrong 
and if the trains run at the same time. 

Q. .I can tell you that down there they run at 
Practically the same time. I think there is about half 
an hour between the two, 

A, It may be more economical to run both locomotives 
to the terminal at Kelowna than to develop a new locomotive 
terminal at Armstrong, 

Q. There are all these technical difficulties which 
you foresee? 

A, Of that expense, yes. 

Q. Going to a matter of principle, can you tell 
me this? What is the first consideration that you meet 
in any proposed project? What is the first thing that 
you try to determine? What do you consider the most 
important? 

Seol8 there a probability of Sconomy, (iy he ee 
think that is a fair statement of the first consideration. 
Q. Do you mean by that economy to the Canadian 

Pacific Railway? 

A. Economy to the railways since they divide the 
burden and advantage equally between them, 

Q@. I would like to approach this just from the 
point of view of the C.P.R, 

A. I don't think that can be done because it is 
&@ joint undertaking. 

Q@. Well, this project is presented to the Joint 
Committee, is it not? That is the first step, somebody 
initiates the project? 

A. I have stated in my evidence just how it is 
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1hitiated. 


Q. It comes before them. Then I presume the C.F.R.sectio 
goes out and studies it from the C.P.R. point of view and 
the C,.N.R, section goes out and Studies it from the C.N.R, 


point of view? 


Me WAG & Joint Local Committee, both studying it 


at the same time, 


Q. It is directed from there to the local committee, 
is that correct? 

A. To the Joint Local Committee, again joint. 

oe ee 28 All joint? 

A. Yes, the whole thing is a joint undertaking, 

Q. But the studies you make, youmust make the 
Studies of the C.P.R. position in the Orojeen,. misen' . 
you? The C.N.R. examine that jointly with you? 

A. Definitely. 

Q. You have to make your own study of your own 
Situation? 

A, Yes, 

Q. Then you get back and discuss it with them? 

f&. Well, the Joint Committee gets together, as far 
as I know, and discusses it. 

Q. And at that point you find out the full picture? 

A, The Joint Local Committee develop the facts as 
they see them or the relevant facts. 

Q. What I am getting at is that the C.F.R. men 
will develop the C.P.R. facts, and then they get together 
and decide upon the general facts applying to both railways, 
is that correct? 

A. I have never been on a Joint Local Committee but 


certainly I think if I were, before I submitted any 
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report I would want to consult with my confrews on the 
Joint Committee from the other railway to establish, 
if possible, in what we were in accord and in what we 
were in disaccord, so that any disaccord that could be 
eliminated at that level would be climinated at that 
level, 

Q. But you woulda expect the Canadian Pacific men 
on that Local Committee to look after the interests of 
the Canadian Pacific Railway? 

A. I would expect him to develop the facts, yes, 
coe Be a 

Q@. The facts as to the position of the Canadian 
Pacific Railway? 

Ax. .He is in a better position to develop the 
Canadian Pacific facts than the Canadian National man 
and correspondingly so for the Canadian National man 
and the Canadian Pacific, 

Q@. Now, what would be the position of the Canadian 
Pacific Railway if a project was suggested which would 
not result in any saving to the Canadian Pacific Railway 
but would result in a very big saving to the Canadian 
National Railway, and by doing that ease the burden 
of transportation charges in Canada? 

A. In principle, the Canadian Pacific I think, 
would go right along with it because the C.P.R. 
would get half the benefit. 

Q. The C.N.R, would pay to the C.P.R. one half 
) Rh hy 

A. The Statute requires that the burden and 
advantage be equitably divided, and the railways have 


interpreted that to mean equally divided. 
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Q. COMMISSIONER INNIS; Are not the railways 
holding their cardas pretty close to their chests in 
these negotiations? 

A. At times, yes, sir, At other times the thing 
is not so much so, [It depends on what the situation is, 

MR. BRAZIER: Q, Then you are supposing, Mr, 
Armstrong, that the approach of both railways is from 
the point of view of casing the burden of transportation 
in Canada, the cost of transportation in Canada asa 
whole? 

A. I think the selfish interests of the railways 
are that the railways themselves Shall make money. 
Insofar as the railways make money it does ease the 
Situation, 

THE CHAIRMAN: Well, Mr, Brazier, you must 
look to what the Act has in view. The Act gives its 
object which is to effect ceenomies and to provide for 
more remunerative operatkon by the railway. Now, those 
are the two objects of the Act defined in Section 16. 

It is for the purpose of effecting economies and providing 
for more remunerative operation. 

COMMISSIONER ANGUS: Are we apt to be a little 
confused in this way in debating the matter, that any 

economies made in the long intervals that sometimes elapse 
between freight rate revisions effect the railways, 
but when it is merged in the proceedings of a general 
freight rate revision then it is a question of the shippers 
gaining or losing? 

MR. BRAZIER;: Yes. 

Q. You have mentioned a number of times during 


your evidence, Mr. Armstrong, that you must consider the 
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competitive position of the railway, and thet you should 
be permitted to carry on business in your own best 
interests. Now, which would you say is the important 
consideration, maintaining your competitive position as 


against the other railway or the casing of this transporta- 


tion burden? 


(Page 21160 follows) 
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A. Are you asking me to decide which is better, 
unification or co-operation? 

fee INGHitrE: em Just trying to attempt to determine 
your approach to this metter of C.N.-C.P. co-operation, 

A. I think I have senswered practically that question 
once before this morning, something in these words: that 
if we had 100% co-operation we would have unification. There 
would be no competition under 100% co-operation, Every co- 
operative move is s move towards unification, because those 
facilities or those operations that are drawn together in 
co-operationhave become to that extent unified. 

Q. I see. Do you therefore attempt to avoid further 
co-operative measures that would tend more to unification? 

A. As I have also stated, I personally am in favour 
of co-operation to the extent that it can be brought’ about 
without detriment to the competitive position of either 
railway. I think I used the words "serious detriment", if I 
am not mistaken, 

Q. That is one of the guiding principles you bear in 
mind, the competitive position? 

Ag We have no authority to bring about monopoly, or 
25% monopoly or 50% monopoly; so I do not Imow how to 
answer that question, 

COMMISSIONER INNIS:®.Would you say that truck 
competition is driving you further into co-operation? 

Ae That would be a very difficult question for me 
to answer; Dr. Innis, - 


Q. I wes just wondering, 


* &€.*% Where co-operation can be 
brought about with economies to the railways, I think it 
is being done. Assuming for the moment that all economies 

of that type had been brought about, I do not see how 


they can force us to go any further. 
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Q. It hes driven you to Some distance, to the point 
where you now are, 

A. I think it has made the railway net income less 
end even made it more desirable that we bnagnern na to the 
limit than it may have been when we were both making money 
as we were during the war, 

MR. BRAZIER: Q. I should like to discuss another 
matter with you just for 5 few minutes, Mr, Armstrong, and 
then I am through, I presume that you ere acquainted with 
the late Senator McGeer of Vancouver? 

A. I knew him by name, 

Qe You never came into contact with him? 

A. I never had thet privilege, 

Q. I should like to read to you pert of the evidence 
which he gave before the Board of Transport Commissioners’! 
hearing in Vancouver on June 19, 1947. That was in the 
twenty-one percent case. I want to ask you if you would 
agree with what he is suggesting here so far as the terminal 
facilities of Vancouver are concerned. I will just read you 
8 paragraph here first. He states that at page S414, starting 
at the bottom of the page: 

"I have requested Mr, K. J. Burns to attend and give 


the Board an explanation ~- - ~- he was the ¢ 


HarbourMaster or the Port Manager at Vancouver at 

the time. 

".- of the appelling nature of the existing terminal 
Situation in the city of Vancouver, I think it must appear 

to be extraordinary to almost anyone that a railway 

system publicly owned and as large as the Canadian 

Notional Railway system is should come all the way 

across Canada and find itself blocked on the south shore 

of the Fraser River. You know, the Canadian National 


Railway does not come in to Vanoouver, it stops at South 
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Mr.Armstrong,cr.ex. 
Westminster. It gets into Vancouver, by coming over the road 

of a foreign owned railway, the Great Northern, Just 

what the terms of that agreement ere, I do not know, but 

I am given to understand it costs almost as much to moye 

freight on the C.N.R. from the Fraser River to Vancouver 

as it does to move it from Edmonton to Vancouver," 

Are you aware of the position of the Canadian National Railways 
as far as the terminal in Vancouver is concerned? 

A. In @ general way, yes, 

Q. There is no doubt about that; because of your 
priority or seniority in construction  . .at Vancouver, the 
Canadion Pacific have the desirable terminal facilities there? 

ws Some people think S0, yes sir, 

Qe Do you not think so? 

A. I may be prejudiced, 

Q. I would like even your prejudice, As Chief Engineer, 
that would be a matter that you are particularly concerned with, 
would 1% not? 

A, xen, It would ‘bes 

Q. And the C.P.R. hold what Senator McGeer later described 
as a transportation vice on Vancouver in thst you have your right 
of way running down Burrard Inlet and you have a railway running 
along the north bank of the Fraser River. 

A. Naturally, for a great many years we were the only 
railway there,:nq had to serve, 

Q. And the C.N.R. came in much later? 

A. Subsequently. 

Qe And they always had an expensive terminal operation 
in Vancouver, Is that correct? 

A. I do not know. 

Q- You do not know? 

A, Thet is for them to show, rather than me, 


Qe As a railway man, would you look @rith favour @ on 5 


Joint terminal operation at Vancouver? 
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A. Between whom? Between the Canedian Netional and 
the Canadian Pacific? 

Q. Between the Canadian National and the Consdian 
Pacific, 

Ay If it proved economical, yes, sir. I would draw 
your attention to the fact that the Canedian Nationel comes 
into Vancouver over -he Great Northern. That is another 
case of co-operstion, They had the alternative of using 
the Great Northern or building a line of their own, and they 
elected to take what was the cheaper alternative, 

Qe The lesser evil of the two alternatives? 

A. It was cheaper, I am Speaking of economies when 
it comes to operation, 

Qe It would depend on the financial position of the 
companies at the time the Canadian National came into Vancouver 
originally, would it not? The C.N.R. just took over Vd 
the conditions of the Canadian Northern Railway? 

Ag I do not understand how you mean that it would 
depend on the financial position of the railway. 

Q. I put this to you. About the time the Canadian 
Northern were building their line into Vancouver, they were 
almost on the verge of bankruptcy, - and shortly afterwards 
did go into bankruptcy. . Do you know that to be a fact? 

Be That may be, 

Qe Therefore expediency might have been the guiding 
measure in getting into Vancouver? 

A. I would hesitate to say that co-operative measures 
ape expediency measures, 

Qe Would you call that co-operation if they are eying 
@ heavy toll to the Great Northern? 

A. I do not know what they are paying, but it must be 
less than j., it would ost them to build their own line, 

THE CHAIRMAN: What is your suggestion in all this, 


Mr .Brazier? 
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MR. BRAZIER: That the establishment of a joint 
terminal in the city of Vancouver is an economy measure, 

THE CHAIRMAN: To these two railways? 

MR. BRAZIER: Yes, 

THE CHAIRMAN: The Canadian Netional end the Canadian 
Pacific? 

MR. BRAZIER: Yes, 

THE CHAIRMAN:..Has any such project ever been consider- 
ed by the two railways? 

A. [I am under the impression that it hos. 

Qe fs it listed here in the projects that have been 
studied? 

A. It at least comes into the picture. 

MR. BRAZIER: I do not think there is any specific 
project. 

THE CHAIRMAN: g.There is 6 long list given here under 
the heading "Other Projects which have received study". Is 
it one of them? 

A. I think it came into the picttre, my lord, under 
eer taationuwide pool competitive passenger train services." 

Q. Under what? 

A. Under the first item, under the heading "Projects on 
which study was interrupted owing to war activities" 

Q. Where is that? 

A. The middle of page 137 of the Canadian Pacific 


Submission, 
Q. "Netion-wide pool competitive passenger train services"? 
fins Yes. 


Qe Theat is not what Mr. Brazier is talking sbout now . 

Ds No sir. But in order to bring akout pooling, it is 
highly desirable in all cases, and essential in some cases, 
that the pool trains operate from one station, In that respect 


I believe under that investigation in connection with the first 
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report, on that netion-wide pool, the one that is now back 


for our study, the matter of the joint terminsl in Vancouver 


was considered. 
MR.BRAZIER; > 
Q. That is the joint Sassenger terminal? 


A. The joint passenger terminal, yes, 

COMMISSIONER INNIS: Have you any figntes 
as to the cost to the Csenadian National for operation of the 
terminal ? 

MR. BRAZIER: I think these are matters that are RTo) 
peculiarly within the knowledge of the railways thot it is 
impossible for an outsider to say whet the costs sre, 

COMMISSIONER INNIS: Senator MeGeer, when he was 
putting it at that high level, had some idea ebout it, 

MR. BRAZIER: I think he had hod some preliminary 
investigations made at the time. Ags you will recall, he 

died shortly afterwards. 

THE CHAIRMAN: Is this one of the measures which 
would be expected to effect'major economies;in the Language 
used by the premiers? 

MR. BRAZIER: I would think so, my lord, yes. 

THE CHAIRMAN: This is the first time we have been 
told anything Whst the railways might have cone in the way of 
major economies, as far as I can remember, Is that what you 
tell me? 

MR. BRAZIER: Yes, that is the suggestion. 

THE CHAIRMAN: We were told that there was an 
absolute lack of evidence that the railways had done anything 
at all to effect major economies. I had been waiting to 
find out what « is meant by "major economies" as compared 
with "minor economies", 

MR. BRAZIER: I would respectfully suggest that this 
is -- 
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THE CHAIRMAN: What did they have in mind when 
they used that expression "major economies" ? 

MR. BRAZIER: [ Would suggest the* projects that 
have already been adopted, 

THE CHAIRMAN: Not necessarily major works but 
the @onomies must be major, 

MR. BRAZIER: Yes. I woulda Suggest that, 
normally Speaking, there igs only one project that falis into 
that category so far. ond that is the pool Services on the 
Toronto-Montreal Pun, 

THE CHAIRMAN: Because the economies there are 
nearly $1 million 5 year? 

MR. BRAZIER: Yes and all the r est, all the other 
sixteen, save only some $200 ,000. 

THE CHAIRMAN: [f understand, 

COMMISSIONER INNIS:Q.And you would deny .that at 
the moment the Economies sre ag high as that now. You say 
you are doubtful whether there are eny economies? 

a. I would say it is doubtful whether there is any 
economy in that pool, yes. 

MR, BRAZIER:Q.0n that point, if I may follow it 
up, whet is the term of the egreement on those pool trains? 

A. I think it is an indefinite Cerin Tse 
not recall that exact agreement, but it is probably on the 
basis of one year add thereafter until 3 certain notice, 

Q. It is not in perpetuity Like others agreements? 

A. No, it is not in perpetuity. Line abandonment. 
agreements must be in perpetuity. When you take s line out 
of a territory, there is no hope of getting back in there 
at all. You are through? 

Q. So these are the only agreements thot made in 


perpetuity, are they? I refer to the line abandonment 


egreements, 
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1 I would not care to €0 so fer as to say those 
ere the only ones, [I would went to study that matter before 
I made an all-inclusive Statement of that kind, 
Q. Have you any Specific evidence to indicste that 
the savings there might not be as great today as. they were 
back in 1933 ana 19349 
A. Oh, I think so. I think it is perhaps ‘general 
knowledge that in 1933-34 one section, for example, of the 
fast afternoon train between Montreal and Toronto handled the 
entire business quite readily; and we know that during ‘the 
war it was running in two or more sections at times, and I 
think it runs pretty consistently in two sections today. The 
Canadian National operates that pool train and could answer 
that question better than I can. 
Q. They are in charge of the actual operation of it? 
A. Yes. It runs over the Canadian Pacific tracks 
betweeen Windsor Station, Montreal, and Dorval; and between 
Dorval and Toronto it runs over the Canadien National line . 
Q. I became side-tracked a little bit. I was goirg to 
read you a further bit of Senator McGeer's evidence taken 
at page 8416 of the record in the twenty-one percent case, 
He goes on to say: 
"Now, let me suggest this as a plan of co-ordination. 
The C.N.R. could cross Douglas Island with a bridge on 3 
comparatively level grade, tie in with the C.P.R. at 
Burrard Inlet, and then tie in with those terminal areas, 
All our railways should come in on that one level tide 
water grade. Just because the Canadian Pacific Railway 
got here first is there any reason why it should hold a 
monopoly on the grade which nature provided to get into 
the city of Vancouver?" 


THE CHAIRMAN: Is there any answer to that? That 


seems to be the question, 
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MR. BRAZIER: Thoet is 5 rhetorical question. He was 
presenting a. brief to the Commission at the time, 

THE CHAIRMAN: Was it ever answered? Was the 
situation faced there by somebody? 

MR. BRAZIER: No. He then called Mr. Burns who 
was Port Manager at the time, to describe the utter confusion 
in the terminal situation in Vancouver, the existence of the 
Switching facilities with the C.N.R. the C.P.R. and also the 
National Harborboard Railway. 

Qe Is that not correct, 

A. I think thst is correct, 

Q. And in some circumstances the C.P.R. or the Goole 
hand cars over to the C.P.R. 

A. If there are destined to the C.P.R. at Vancouver, 

THE CHAIRMAN: What I want to know Just know is 
what occurred. You brought in the name of Senator McGeer, but 
nobody answered his case? 

MR. SPENCE: No, my lord. this was in the twenty-one 
per cent case, in the original hearing in the twenty-one per 
cent case, 

THE CHAIRMAN: I know. But as I say, when Senator 
MeGeer made this 2rgument and’ brought Mr. Burns in as a 
witness and so on, was he met by the C.P.R. and the oo Walty ¢ ait 
reply? 

MR. SPENCE: No my lords; because we took the position 
aah We» were dealing with a freight rote case.The Board 
had stated that it had no jurisdiction to look into co- 
Operative measures in the course of that case. therefore we 
felt-- 

PHE CHAIRMAN: AS reflecting on the requirements of 
the railways for higher freight rates? 

MR. SPENCE: Yes, my lord. 

THE CHAIRMAN: I suppose any economies that you had 


procured through co-operation were reflected by the lessening 
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of your requirements? 


MR. SPENCE: Quite so, 


ee 80d 1 Aue ei fe: ‘es eR igh Baibet tienes 
there: "we say that $1 million 5 year by these pooling 
errengements, Otherwise we would be asking for $1 million 
more" ? 

MR. SPENCE: Yes, my lord, 

THE CHAIRMAN: In the way of your requirements, Is 
that right? 

MR. SPENCE: Yes, my lords and that at that time it 
was utterly impossible ,in the course: of the freight rate case, 
to go into the details of every single one of these co-operative 
measures. 

THE CHAIRMAN: You say that the Board agreed with 
you that they had no jurisdiction to go any further into the 
statute then that. Is that so? 

MR. SPENCE: Yes, my lord, They held that they hed 
no jurisdiction,under: 4 the Canadian National-Conadian 
Pacific Act to conduct an investigation designed either to 
compel the railways to carry out more co-operative measures 
or even to investigate them under the Canadian Netional- 
Canadian Pacific Act. 

THE CHAIRMAN: Suppose they had had the jurisdiction, 
Suppose they could have found these measures by" the valiwaye 
might have effected $4 million or $5 million more in the way 
of economy if they had co-operated fully within the spirit 
of this Act. What could the Board have done? Could they have 
granted a lesser increase of rates than otherwise would have 
bean granted in the way of a penalty? I am asking this not 
only of you but of everybody concerned. Perhaps we will hear 
about it later, 

MR. SPENCE: Yes, I should like to refer to that 


in my argument, my lord. 
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Mr.Armstrong,cr.ex. 


THE CHAIRMAN: There must be something in view, 
because it is 9 fact that the provinces did assert to the 
government that there wos an absolute lack of any evidence 
to show thst the railways had taken proper measures to 
provide major economies. When I read that I thought there 
was something in mind there, that . doing so and so and so 
and so would produce a major economy, and that the railways 
had no evidence either to Show that they had made any attempt 
to bring about such 3 major economy or major economies, and 
that the Board simply said, "We have nothing to do with that, 
We cannot consider that 2s in any way now 
lessening their requirements or lessening the increase which 
we think would we should grant them," I should like to know 
what is to be suggested about it, before we leave the ‘question, 

MR. SPENCE: Speaking of what you said 2 moment ago, 
my lord, I think the situation was not that the railways had 
no evidence to show that they had done nothing but that no 
evidence was PL haga Board, The railways had plenty 
of evidence -- 

THE CHAIRMAN: Did YOu £o>80 far as» te.,.teii 
the Board what you sare telling us here? 

MR. SPENCE: No. 

MR, MACPHERSON: No. That was the point. When 
the question as to the danadi ahinesaeterieoenadeed Pacific 
Act came up end any saving or any major economies or 
otherwise that had been effected under it, we were told by 
our friends of the railways that this was not a matter 
that could be gone into before the Board at all. Conse- 
quently, what has been told to your Commission was not told 
to the Board. 

THE CHAIRMAN: Do you intend, at the proper time, 
tO propose to us, that hereafter the Board should consider 
this matter? 

MR. MACPHERSON: That is correct, 
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THE CHAIRMAN: And if the Boarg was to find that 
the railways might have effected certain economies during 
this year or series of years, that they are then to take 
that into c@nsideration in fixing rates? 

MR. MACPHERSON: That ig SO. 

THE CHAIRMAN: Is that the idea? 

MR. MACPHERSON: That is SO. | 

MR. FRAWLEY: Your lordship this morning mentioned 
that the premier's Statement in effect indicated that 
there was an absolute lack of any evidence of major 
economies? 

THE CHAIRMAN: That is my recollection, 

MR. FRAWLEY: Thet is the word,” I°trink ©a1vY ¢ 
would say is that thet word "major" was just a nice round 
word. We could very well have said that there wes no 
evidence of any economy, 

THE CHAIRMAN: Yes, Néeturs ily, in reading that 
language, I thought there was a suggestior there that 
they must have in mind that there were outstending certain 
major economies that the railways might have accemplished 
and which they showed no evidence of having accomplished 
eu ail, 

MR. FRAWLEY: Theat . is rienc, I would not like 
your lordship to think there was some evidence of minor 
economies and no major economies. They simply took the 
ground, with regard to the statement made, that it is not 
the proper basis on which to talk ebout it at aids, 

THE CHAIRMAN: What I have been hoping: to hear 
-- though they have not been pointed out to us -- was thet 
there are certain major economies that the two railways 
can effect if they would only get together. You have not 
any such evidence? Mr.Brazier mentioned this one in 


Vancouver wheim.perhaps will turn out to be such a major 
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economy if it is rightly considered, If there are any others, 
we would like to know what they are, 

MR. BRAZIER: Ag [ recall it, when Senator McGeer 
wos giving that evidence, he was then mayor of Vancouver, 
and he received a cool reception from the Cansdian Pacific 
Roilway, to whom it was obviously addressed, Certainly no 
attention was paid ti it at all, because they took the 
ground, and they were upheld, that it was not 8 proper matter 
at all to even discuss, At page 7536 the Canadion Federation 
of .griculture goes oF its second Suggestion, that the 
Railway Act be amended to provide that the Board of Transport 
Commissioners, - ‘when consider ng general freight rate 
increases, must take into consideration the extent to which 
the railways have endeavoured to bring about economies by 
cooperation or in sccordance with the proposals made by 
the tribunal. 

Your lordship has brought that down finally and 
Said what would be the position if they came to the conclusion 
thot there should have been economies end there were not 
economies, after the Board Sitting there to determine the 
financial need.. They might very well make arbitrary reductions 
in the expenses themselves for rate-making purposes, TI presume 
that would naturally follow. 

THE CHAIRMAN: We will likely hear more about it 
later. We will take e few minutes recess, 


-- Recess, 


(Page 21175 follows) 
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--After Recess. 


MR. BRAZIER: Q. The point I wish to make, Mr. 
Armstrong, is that so far as the port of Vancouver is 
concerned there is no doubt in your mind, is there, that 
the C.P.R. is in the best competitive position for handling 
that traffic? 

Ae From the engineering side I would be inclined to 
think so. 

THE CHAIRMAN: Q. From what? 

A. From the engineering side I would be inclined to 
think so, yes, sir. 

MR. BRAZIER: Q. At the same time you say the 
Canadian Pacific would be quite willing to study a plan 
for joint operation at the port of Vancouver if economies 
could be realized as a result of that economy method? 

A. I think the question on that was whether we would 
consider a joint passenger terminal. 

Q. I am asking now whether you think the Canadian 
Pacific Railway would be willing to study a project leading 
to the unification of all terminal facilities? 

A. I think the Canadian Pacific has never declined 
to study any proposition that was put to them jointly. 

Q. And if substantial economies could be made, 
that is, substantial economies to the two railways jointly, 
the C.P.R. would have no hesitation in entering into the 
necessary agreement? 

A. It would depend entirely on the amount of the 
economy. If the economy by going into that was only 
$500 I would say that we should maintain our position 
as we are, If the economy was substantial that is 


something else again. The whole thing would have to be 


studied to determine the situation. 
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Q. I put it on the basis that a substantial saving 
can be effected? 

A, I don't know why they would object. We are 
looking for economies. 

Q. Are you Generally against joint terminal opera- 
tions? 

A. No, sir, 

Q. Some railway men are? Is that so? 

on I cannot answer that question. TI can say that I 
am not against them, We have many joint terminals right 
now. 

Q. And you find they all work out quite satisfactor- 
Lily? 

A. Yes, sir, so far as I am aware. 


MR. BRAZIER: I think that is all. 


an en ee 7 


CROSS -EXAMINATION BY MR. O'DONNELL: 

Q. Mr. Armstrong, the other day when we were dis- 
cussing the matter of disputes arising -- and I use the 
word "dispute" as it is used in the Canadian National- 
Canadian Pacific Act -- in so far as these joint committees 
are concerned a dispute as such would only be formulated 
and arise at the level when the matter is being dealt 


with by the joint co-operative executive committee? 


A. The joint executive committee. 
Q. Yes. 
As Not the joint co-operative committee because the 


Joint co-operative committee refers its disagreements to 
the joint executive committee. 

Q. Possibly I used the wrong term, It is at the 
joint executive i aoa cs he that a dispute would be 
definitely formulated and/arise, not at the lower level 


where the joint co-operative committee is considering the 


matter? 
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A. That would be my understanding, definitely. 
Q. I think that is what you had in mind the other 


A. Yee; sir 

Q. Now, I think you remarked to Dr. Innis that 
co-operation and force are not good bedfellows and that 
co-operation and competition were difficult bedfellows. 

I think that is the way you put it, I take it you would 
regard competition as good except where it becomes wasteful, 
or rather that co-operation is good except where it 
becomes wastéful? 

THE CHAIRMAN: Except -- 

MR. O'DONNELL: Q, Except where it might become 
wasteful. Competition is good except where it becomes 
wasteful? 

Aes I would say so, yes, sir. 

Q. In those circumstances, and under the ACU ae 1. 
presently stands, with the provision for an arbitral 
tribunal there is an arrangement whereby any particular 
proposed scheme for co-operative Savings could be examined 
by an independent body on the merits of the matter and 
could be decided by the arbitral tribunal? 

A. ens. 8i7', 

Q. And you would consider that as a reasonable way 
of handling a dispute? 

AY If it reached that stage, yes, sir. I still 
think it might have a detrimental effect to the general 
co-operative atmosphere. 

Q. If you say that then you must get to the point 
where you would be refusing to co-operate merely because 
the other party that the Act envisages might believe that 
a particular venture was one which should be examined on 


its merits and decided by the arbitral tribunal in the 
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final analysis? 

A. And the other party might have similar problems 
confronting it. 

Q. That is right. 

A. If the railways dropped all of their problems 
in the lap of a series of tribunals I think in the one 
hundred per cent case co-operation would cease to be left 
all in the hands of the tribunal. 

Q. There is not much likelihood of that happening 
between reasonable men? 

A. It does not seem so to me. 

Qe If there were a project under consideration as 
to which there was a bona fide dispute, in other words, 
the Canadian National might take one position and the 
Canadian Pacific might take another, and the Canadian 
Pacific might think there was a Saving to be achieved and 
the Canadian National might think there was none to be 
achieved, then it is reasonable to submit that to an 
arbitral tribunal? 

A. I think it runs beyond the matter of economy 
in that respect. It seems to me that the competitive 
position of each railway enters into the picture. 

Q. But all that would be examined by the arbitral 
tribunal, and the arbitral tribunal with all the facts 
before it would decide the matter? 

A. No doubt. 

Q. In all these things there has to be one court 
of final jurisdiction and final judgment? 

ae It would seem So, 

Q. In those circumstances the Act as it now stands 
provides that type of machinery? 


Ae It does. 


Q. You would not want to suggest to this Commission 
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that because the C.P.R. might ask for an arbitral tribunal 
in a particular case that the Canadian National would 
refuse thereafter to consider on the merits of each 
respective case further proposals which might be submitted 
by the Canadian Pacific? 

A. I do not think that would be my thought, no. 

Q. I would not think so. Vice Versa, you would 
not think the Canadian National, if it proposed a co- 
Operative measure to the Canadian Pacific which it felt 
would be in the joint interests of the two roads and 
which went to arbitration, that that would preclude any 
further examination of possible co-operative ventures? 

A. I would not expect so in the broad terms that 
way. What I had in mind in my statement was that some 
of these co-operative projects or proposals are difficult 
nuts to crack, exceedingly difficult nuts to crack, and 
as soon as the railways began to use the arbitral tri- 
bunal to crack these nuts and let the chips fall where 
they may, there might be an increasing tendency to turn 
to the arbitral tribunal, and I think that a case before 
the arbitral tribunal would not be a co-operative matter 
at all. 

Q. Is that not what parliament intended 
when it created these arbitral tribunals? It was to 
take care of exactly such a situation as that where 
there might be a bona fide difference of view as between 
the two transcontinental railroads in Canada? 

A. I would think so. 

Q. And in the circumstances if either invoked the 
use of a tribunal that is the fair and proper thing to 
do in the light of the statute of parliament? 

A. I think it is quite in order under the statute, 


yes. 


Sms) Pek eit | FBNe Ed : 
ty 


» > ; D 
codtad Levtiduvs as sot Nee ddgie ae 


aL fan ids Sas heat don Ee a ape 


i 
MEL Pe eT ee Ot ERY St GaGa eee ten ee Pig gare 
. eo bet ae4 Hel anad Seed ; 
POST ha oe 
i ae 


¢ 


a5 49 
ot tostiis von 
. ‘hs Saat 7 plan 3, a | plea nae np + 7 ee Amdt eu 


Fi MEAS Fins 82 5e muna eye Mees Ate 


mad! 


ee ge rete 
iy At Sa. DLbet 


: Bit eGo ey i bg a a heel 


—_— 
— 
*: 
~ 
a 
a 
ron 
os, 
a 
« 
et, 
re 
2 
Pica 
ans 
ay | 
~~“ 


5 a eter e 3 eis Be lice 
Sat pre oO cetey ae ee PYF eke eh . 
- oy yay 
os MA <i ta 
ie) aa Se ekg: 4 clan was ee ees Ri Le ey ore ee bat Taxe re 
gt Marae Os A eel Ce Mas Ree a ory Cry rote Gras and Yh 
pas ) 


be 
rs 


rn 

. 

= 
z 

rs) 

‘i 

: 
— 
sh 
a 
J 


2 My) + . 
Mat é acti : ' ‘ eae ee {55 path as Oo 
pee cea) 
v : RST r MOA ee rt er 
iu 2 a CA oy Reems eonnanty Gad Lee, 
, ut ‘ 
. 4 nd 
: Be: eee 5 =e 
aie : : { tea r y ae 
a 
e zg ra “y A ee re fi Ae Oe chm Po ea ae sae ‘ . was 
Ped) ees 3 Bee eyes! Yee” tet Sh! ail. EK Iy eras estes at ier Pe Meee SE: 
AE es. Tea "or Ure 7 
aw ; PP ie) beg i? i.Veam Yat a 


De OR ty amr LTO POP eat OT aks fart a “neti de are 
: foe pe anne Jocks ed a a ene | it 
Ni we ¥ die sti oe 
2 ¢ oe ae = : 2 - A aie . cael se 
AEDS ate tog SOREALe a ta tee Melita | Guns fame ciis oacomeinlee ge ee ee ee 
aH » f aa. 
o ! of 


id Laadbaak’ ond © 


A beter 
Pate 


Mey 
pore 
Se 

ee 

ae 

= \, 

ih 

- 

~ 

yy 
ptt 

& 
a. 
a <a 
5 2 
ws ? 
s 

Aas 

ee 

a 
= 
Load 
pad 
Soke 


uF 


45 


a i ; \ ; 5 ms 
r p Peep ee Rh Khe te Acne ee ore E » as 
apy nw eee e RSE) Slgee ON a Bee 1 eT Ore kn e Pe Ose 4 r, 
Pe F . a ad ell , a ae ee ee . 
= i re yw ee ee oes LY Gan! wWegsoeto F f nor 
mY r ‘ ve zy 5 fa 
od Peis oe tS 


% rete te king oe Fe 2 4 os on : ts \ fie Dae aegis nti 
{olssusyta as Apus q eee 47 S755 1 
Ph eS SN MES DEE SRT Gohl Po fa vel dS PO Py Le ) tye 
P " * si ‘f si vary , Fy m . > oe ere a? Ks Pe jets wa 


an * Sin . 


om te ae 
tog Mita el eon roe + 
bist LatHSanLs +140 53 


ee es Pe ice ont = aioe me" Ae an 


Bye Mel a a 
ey go eetethin . sree hs x id ag ti .* tA 
=A Sor we" Jit te Ceri 2 a ° wt a 


\ 


On a es 


p eae roe o 
Eel Pe po BS 


- BLIGCO ~ Mr.Armstrong, creex 


Q. You would not Suggest, as I took it you were 
intimating, that that would preclude any further co- 
operative measures being considered on their respective 
merits? 

A. Oh, no, I did not say that at all. I cannot 
turn quickly to the words I used, but I said something 
to the effect that I thought it might have a definite 
effect on the co-operative atmosphere, or words to that 
errect. 

Q. Any party to a lawsuit hates to lose the lawsuit. 
There is no question about that, and if it reached the 
point where the Canadian Pacific won a case and the 
Canadian National lost the arbitral Judgment it is not 
unlikely that the people who represented the Canadian 
National might think it was too bad that the arbitral 
tribunal did not decide in our favour, but that should 
not preclude the continued study in good faith by both 
parties of similar proposals that might arise in the 
future? 

A, I would expect those studies to go on, and I 
would expect the human beings who constitute the various 
committees to have, subconsciously at least, a certain 
remnant left from their loss -- 

THE CHAIRMAN: Are we not merely speculating? 
Does anybody suggest that the Act ought to be amended in 
any way? 

MR, O'DONNELL: I have not. 

THE CHAIRMAN: The Act must be taken as a whole, 
and it provides for co-operation and for a tribunal. No- 


body wants that changed. You do not want that changed? 


MR. SPENCE: No, my lord. 
THE CHAIRMAN: And you do not either? 


MR. O'DONNELL: No. 
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- D118) . Mr. Armstrong, cr-ex 


THE CHAIRMAN: Are you trying to read the mind 
of the men -- 

MR. O'DONNELL: I was merely inquiring what Mr. 
Armstrong had in mind when he Said that if we used the 
machinery in the Act that was bad in the final analysis. 

THE CHAIRMAN: That is beyond our ken. How do 
we know what the reaction would be of a human being ten 
years from now who might be president of one of the rail- 
ways? 

MR. O'DONNELL: That was net my point. 

COMMISSIONER ANGUS: Q. Do you think it is a 
weak point in the Act that the Canadian Pacific has no 
incentive to make use of it if the level of freight rates 
is undergoing revision while the Canadian National has 
Just as much incentive to make use of it then as at any 
other time because the Canadian Pacific is the yardstick? 

A I would be inclined to say that the OPE ae ee 

out to operate as economically as it can, and when it 
finds an opportunity, by co-operation or otherwise, to 
make an economy it is very willing to accept that oppor- 


tunity. It must make money. 


EXAMINATION BY MR. COVERT: 


Q. There are two points I want to take up. One is 
the question of labour. I notice that subsection 1 of 
section 16 of the Act reads in part: 

"They are further directed that whenever they 

shall so agree they shall endeavour to provide through 

negotiations with the representatives of the 
employees affected, as part of such meaaure, plan 

or arrangement or otherwise, for a fair and 


reasonable apportionment as between the employees 
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= S2GD = Mr. Armstrong 


of National Railways and Pacific Railways, 
respectively, of such employment as may be incident 
to the operation of such measure, plan or 
arrangement, " 
That seems to indicate that wherever employees are 
affected that a part of those negotiations must involve 
negotiations with the representatives of the employees 
of both railways? 

A. It has been my understanding that the purpose of 
that subsection was that agiven co-operative measure 
Should not result in the employees of one railway being 
discharged, all the employees affected being discharged, 
and all the employees on the other railway kept. There 
has to be an equitable distribution of burden and ad- 
vantage, and that carries the burden portion down to 
the labour level, That is my understanding of the 
mtent of that. 

Q. What I want to come to, Mr. Armstrong, is that 
in almost every project that would bring about major 
economies the question of labour would be involved, 
would it not? 

i I think that practically all expense is labour. 

ie The reason I ask that is that it seemed in the 
United States, where they passed a somewhat similar Act 
in 1933, that one of the main problems was the labour 
problem, that you could not effect economies without 
affecting labour? 

A. 126, Gi). 

Q. You have found that to be the same in Canada? 

A. Yes, sir. 

a Now, I want to be clear about these committees. 
You have at the top the joint executive committee which 


consists of directors from each road? 
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A. Yes, sir, 


Q. And among the directors are the presidents of 


each road? 


A Yes, eir. 

Q. Then the next is the Joint co-operative committee 
which consists of technical officers? 

A, So alleged, yes, sir, 

Q. And then the joint local committee. I take it 
that the purpose of the Joint local committee, also 
consisting of officers from each road is that they would 
look at the problem -- ordinarily it would be a local 
problem -~ on the ground, so to Speak? 

As yes, S817, 

Q. And they make studies and present the facts 
which go to the co-operative committee? 

A. ~es, Sir, 

Q. And there it is studied by the -- 

as Technical officers, 

Q. And I want to follow up what Mr. O'Donnell was 
bringing out, that there is not a possibility for a 
dispute with the local committee because they are really 
gathering facts. They may have different opinions 
and different ideas, but they present the facts, and 
I suppose it might be a unanimous report on the facts 
or it might consist of two reports? 


A, Yes, sir. 


Q. Then that goes to the co-operative committee, 
and again would the same position not arise, that they 
are not in the position to decide at that level, are they? 


There still could not be a ‘, dispute because they must 


present the facts? 


A. They must report their matters of disagreement 


e committee. 
to the joint executiv (Page 21185 follows) 


7 


anorwderna . 


4 - no petot . on? nf x? 
; 10 Bimableowy sco ots aiedjetih Say anoms one 


. «Ite .aoy a 


Co 
i 
os 
- 


=i , ee ~ H : + 
sels ios svitaugoo-oo Jabot add jxan adit cont «2 


ay : ions 4 
of yp itu 3 aus they i vs Oo iene ’ ie * he “{ ae 
Bucoi Elo Jaeolanroat to etetenes osinw ‘4 
4h <89e ~DeeSlia od +d 


. 
‘ ea aang 
BNO DTA 


a 
“22 
fom, 
rae 
ae 
2 
s 
a 
= 
bas 
rit 
Go 
? 
»/ 
x 
~ 
tet 
ae 
iad 
a0 
bs 
o 
a 
‘a 
Ss 


s +. eek gna eats et aoe ft . ' 
; -Aawgs OF Of  DeRotS Sat qo -- maldoga 
d 


pm fr eegtenes ry a bo fs Pee On ‘ ats  * og F 
timine eeidersyo-oo add of of dotdy 


ony Be @ 3% ; 
ils ,8ay oA 


ant: ) botbotea at $f axradd bat «> 


* ie Cee Pet fb ome ‘ ey pee ky , rage wh on aT et 
‘ ye ’ * ad toke > cea bis st Mad Ts psf ete au MOR tPed - iF 


7s 


aie Seba Yone SRugIes sesdinnos Leook git ofby cavgai 


ECS Perera Sacs i ae an arse | pe i Se ie 
a : aA ae awa coe Yone rad . ato ga amlvor ism 


~ 


“ond Jud ,amebit Fnasstt ep aad 


AsO CaS Wa Gaq00sn sgomtaany 2 od tdginm Ji seoqave 


. The ,aoY af 


a) 


7 

a eee : ir tpl 
7 a> see MS cy Ls ry re i Fees CFSE ae) cy BOOS 4 Fy eras 
: 


Wa oo .onive vor onttisog amse off haa 


Od mot 


Tisgog oaty ai 


Van a ee Tee eee a 
wily 7 SO MIILN , £ 8d por pitas . 


Pesos? 


Peogos team xe 


aah Oid 


i 


21185- Mr. Armstrong, 


oo 


Yes, but there Still could not be a dispute? 

A. Not a dispute ag I understand the term in the Act. 

Q. Then it goes from there up to the Joint Executive 
Committee, and I Suppose the situation really amounts to 
this, that if it dia SO happen that three members of the 
Joint Executive Committee, three from one railway, dis- 
agreed with the three from the other railway, they could 
Simply refer the thing back to the Co-operative Committee 
for further Study? 

Ha That is, the Joint Executive Committee could send 
it back for further Study? 

Os TYea: 

Ai. Ves 5 

Q. oe you have answered this, but is there any 
casting vote at the Joint Executive Committee level? 

fs Nesaitais equal numbers. 

Q. Equal numbers; and there is no casting vote by a 
chairman? | 

A. Not that I know of at alli, snes Bix. 

%. So as long as they could send it back for further 
Study there is not Likely: toyvbe,a dispute unless at the 
Joint Executive Committee level they decide, "Well, there 
1s nothing further that can be done about it, there is no 
point in even sending it back"? 

A. May I bring you up through those committees, please? 

Q. Yes. 

A. To give you my view of the matter. The Joint Local 
Committees consist of local officers who are thoroughly 
conversant with the minutiae of the matter, whatever that 
matter may be, but whose outlook on a System basis is prob- 
ably very restricted ; that is, they tend to be either 
division officers or district officers, not system officers, 


When they transmit their report to the Joint Executive 
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Committee, there for the first time Ordinarily it is 
examined from thesystem point of view rather than the divi- 
Sion or district point of view. Then when it goes to the 
Joint Executive Committee it is dealt with in the matter of 
policy. If that makes it any more clear how the three 
committees operate, I hope it will be helpful. 

9. I think that is helpful, Mr. Armstrong. Just to 
pursue that matter further ,the dispute would only arise if 
at the policy level in the Executive Committee they could 
not agree that it was even worth sending back to the Joint 
Co-operative Committee? 

wo OlLEGthIinic cas “7 understand it, that the decision to 
invoke an arbitral tribunal would not rest with the Joint 
Executive Committee as a whole but rather with the manage- 
ment of one railway or the other. 

Q. I understand that either company can invoke the 
tribunal, but my point is this, that as long as the 
Joint Executive Committee did not disagree so flatly as to 
Say that there is no point in sending it back for further 
Study, there will never be a dispute? 

A. I would think that might be the case, because I 
think they are endeavouring in every way to co-operate. 
Ordinarily when these reports are referred back -- and there 
have not been a great many of them -- from the Joint Executive 
Committee to the Joint Co-operative Committee, it hag been 
referred back to study on this other basis, still seeking 
means of reaching accord. 

%. Then the last thing I want to discuss with you: 
Have you section 16 of the Act before you? 

Ai. ) Yes): sir. 


Q. It is about three lines down from the top of page 9, 


I think, where it says: 


" . . . for the purposes of effecting economies and 
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and providing for more remunerative operation, 

directed to attempt forthwith to agree and con- 

tinuously to endeavour to agree, and they respectively 
are, for and on behalf ag aforesaid, authorized to 
agree, upon such co-operative measures, plans and 
arrangements as are fair and reasonable and best 
adapted" .-. 

Skipping the brackets for 4 minute -- 

"to effect such purposes." 

Now, you have there the words "fair and reasonable", and 
then you have in the brackets "with due regard to equit- 
able distribution of burden and advantage as between 
them". Now, I understand that you said that you regarded 
the word "equitable" ag meaning ."equal"? 

A. The Joint Co-operative Committee amongst its 
early considerations considered the word "equitable", and 
they said, "What is equitable? Twenty-five-seventy-five, 
or forty-sixty?" The distribution to be equitable, if it 
is fifty-fifty, certainly is equitable, and there may be 
other interpretations of other percentages, so they 
adopted the principle of endeavouring to get a straight 
fifty-fifty division. 

Q. What I wanted to find out was, did they ever have 
cases such as this, that they might say, "Now, on this 
project, although it may be forty-sixty, we will have 
another project which will be sixty-forty," and they would 
balance out like that? 

A. Ordinarily it does not work out that way, because 
it comes down finally to an annual payment in dollars by 
one railway to the other or the opportunity to pay off 
that annual payment in one capital lump sum; that is 
where the--- 


Vv 


Q. Well, you gave one case, you see, where apparently 
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the proposal was approved and it meant the abandonment, 

I think, of some Canadian National lines. Now, that was 
held up, because you were waiting until there could be a 
Similar abandonment by Canadian Piucific; in other words, 
the National said -- apparently not just the National 
said, but the Executive Committee apparently agreed that 
this thing woulda not . be proceeded with until they could 
find another one, so that you would have an abandonment 

DY DOtH, Now, that, I take it, is from the point of view 
of the competitive position of the two oroads? 

A. Not necessarily. 

Q. I see, 

A. In an abandonment of some 140-odd miles of rail- 
way there are all kinds of terrifically knotty problems 
to solve. At the time this matter was under considera- 
tion there :- was no anticipation, as far ag I was concerned 
at least, of war and all the upset that has occurred in 
the interval, and if things had gone along just normally 
it was expected that there would be an offsetting perhaps 
develop which, in respect of these -- I don't like to call 
them intangible matters, but exceedingly difficult matters 
to put down in dollars and cents, might be considered to 
be in balance, we would not have to worry about them in 
putting them in dollars ana cents. 

%. The thing that bothers me about that case, Mr. 
Armstrong, is this, that apvarently everybody was agreed 
that this would effect economies? 

A. They were. 

2. Then, if that was so, one would have thought that 
for the benefit of the country as a whole and for the 
benefit of the railroads that would have been proceeded 
with regardless of whether or not there was another project 
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Ai «That argument was made. 
%. Now, what T Wanted to find out was Just how you 


Justify not G0ing ahead with that project under the terms 
of the Act? 


A. Perhaps I can Jump away into the future at that 


time and say, thank goodness we did not abandon it. 
oO» That may be; I want to come to that in a moment. 


AsO Side! type rather than an instance, perhaps. 


I understand what you are driving at. It was expected, as 


I say, that there would be an offsetting proposition that 
would let us out of a terrific amount of work and perhaps 
Save time if it were done within a reasonable period. 

Q. But the railways did feel, idid they, that even 
though economies could be effected there must be an equal 


giving up of advantage by one road and the other? 


A. An equitable distribution of .burden and advantage, 
Pees SLT. 


%. But you do not apply that to each individual case, 


apparently? 

A. In a good many cases there have been paired cases, 
Such as the car men in Quebec and at Saint John. You see, 
that had all the advantage of balancing labour, of balancing 
what I have improperly called intangibles, things that 
are exceedingly difficult to figure. 

Q. Now, there are cases, I presume, in which the fact 
that you had the C.N.-C.P. Act, which involved co- Speration 
between the two railways, did not in any way Stop the rail- 
ways from going ahead with projects of their own; for in- 
Stance, if they did not involve the other railway at all, if 
you could make economies by abandoning lines, or anything of 
that sort? 

A. Certainly not, certainly not. 


Q. And those were not taken into consideration in 
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Operating under this Act? 


A. No, sir. Those were outside of this Act entirely, 


and in fact during the period we were entering into agree- 
ments on matters that did not come under co-operation as 
listed in the latter part of that Exhibit 284. 

%. Now the last question I want to ask you: I under- 
Stand you have grave doubts that in many «--iof these cases 
where there have been co-operative efforts, under traffic 
conditions as they now exist, there are really substantial 
Savings? 

A. That there are economies of the order of those 
that were estimated at the depth of the depression; yes, sir. 

mee Di think that is all, thank you. 

THE CHAIRMAN: Then we thank you, Mr. Armstrong. 

THE WITNESS: Thank you, sir. 

THE CHAIRMAN: Next. 

MR O'DONNELL: My lord, I arranged with Mr. Fair- 
weather that he should be here and be available for such 
questions as may be put to him concerning this same matter, 
and there are possibly one or two questions that I might 
put to him myself; but generally he is here for the con- 
venience and the information of the Commission and any who 


are interested in this particular subject. 


S. W. FAIRWEATHER, Recalled. 
EXAMINED BY MR O'DONNELL: 

Q. Mr. Fairweather, I might ask you this question 
with respect to the last question and answer which the 
Commission has just heard from Mr. Armstrong, and with 
respect to a similar question which was put to him on the 
28th of April last, which appears in volume 116 at the top 
of page 21040. I think possibly the Commissian might be 


interest€d in your views on that matter. The question and 
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answer to which I refer as follows, the Question being 
put by Mr. Spence to Mr. Armstrong: 

"Q. In your Opinion, Mr. Armstrong, is there 
Opportunity for further Co-operation between the two 
major railways?" 

And Mr. Armstrong's answer was as follows: 

"A. In my Opinion, some further Opportunities 
for co-operation between these major railways may be 
discovered in the future, but I doubt that under 
Present traffic conditions such cCO-oOperation can 
attain to further estimated joint net annual savings 
equal to those listed for the cO-Operative projects 
now in effect." 

Have you any views on that matter, Mr. Fairweather, 
that you could give the Commission? 
A. Well, I would not want to be dogmatic on that. 
I do not think that it is possible for anyone especially 
Speaking for one railway to estimate in dollars and cents 
the scope of future co-operative activities. TI personally 
Feel that the field is a fairly large one and that sub- 
Stantial economies are possible. I would not want to say 
by how much they might exceed the estimated economies so 
far achieved, but I would Say that I believe that the field 
Of co-operation is substantial enough to be very carefully 
explored, and it is one of the managerial fields available 
to railways in meeting their present-day troubles. 
THE CHAIRMAN: Mr. O'Donnell, can you tell me when 
the last co-operation project was agreed to and what it was? 
| MR O'DONNELL: I cannot offhand. The one referred 
to the other day was Alix-Nevis, in Alberta , October 18, 
1948; .1t¢ is referred to at page--- 
MR MACP:HERSON: I think, Mr. O'Donnell, it was 


1948 before it fimeally became effective, but so far ag 
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committees were concerned, my understanding from Mr. Arm- 
strong was that it was in 1935. In 1945--- 

MR O'DONNELL: That may be. I had forgotten that. 
Maybe Mr. Fairweather remembers. 

THE WITNESS: I think the fair answer to that is 
that co-operative projects continued to be studied at the 
tevel of the.Joint Co-operative Committee up to or shortly 
Subsequent to the outbreak of the War in 1930. At Ghat 
time the managerial problems became so much one of war 
effort that co-operation by mutual consent was just put to 
one side. In the post-war adjustment period managerial 
problems were also of such magnitude that by common consent 
co-operation was not a matter for immediate study. So far 
as the Canadian National is concerned, I can say that that 
phase is now drawing to a close, and attention is being 
paid to the field of co-operative economies as part of the 


managerial problem. 


MR O'DONNELL: 9. Reference was made the other day, 
Mr. Fairweather, to the Langdon-Beiseker arrangement in 
Alberta--- 

THE CHAIRMAN: What page is that: 

MR O'DONNELL: That is at page 134 of Part I of 
the Canadian Pacific brief. I use that for convenience, by 
reason of the fact that it was previously referred to at 
that page. 

Q. Is there anything that you could say to the Com- 
mission concerning that? 

A. Well, there may be a difference in point of view 
there between what I understood to be the Canadian Pacific 
position judged by the evidence given here and the attitude 


of the Canadian Notional. The Canadian National was re- 


quested by the Canadian Pacific for ,good and sufficient 
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reasons to defer any further consideration of this matter 
until certain traffic features cleared up, and that is 
Still our position. We feel that that Langdon-Beiseker 
affair should be Gone ahead with. We are Willing to defer 
consideration of the preparation of the agreement until 
such time as it is reasonably certain that the abandonment 
will not work an undue hardship to the community affected, 
but it is our view that that Langdon-Beiseker matter 
should eventually be dealt with and the abandonment made 
effective. 

Q. And you think that the time during which you 
agreed that it might be held in abeyance is near a close 
or has reached a close? 

A. Well, actually, you see, the situation is thiss 
This is one of those things that has been allowed to stand 
on the side because more pressing problems were being 
dealt with. We were in the middle of the war -- I think 
it was 1941 when the Canadian Pacific made that sugges- 
tion, and certainly in the hurly-burly of the war there 
was not much object in pressing the matter, particularly 
Since the facilities were of some use, and Since the war 
we just have not got around to it. 

. The next one on page 134 is the arrangement 
concerning the Forth-Ullin, Alberta, project, line 
abandonment. Have you any comments on that? 

A. Well, that is somewhat similar. It is the view of 
the Canadian National that that abandonment should be pro- 
ceeded with. 

Q. Now, mention was made of the arrangement concern- 
ing the Calgary-Edmonton- Vancouve'r pooling which presently 
applies only to grain traffic. Hawe you any views concern- 
ing that matter? 

A. Well, I think I might mentilon that that particular 
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arrangement was, so far ag the Ccnadian National was con- 
cerned, a rather experimental matter. We knew that there 
was this opportunity of avoiding extra haul of Lrei ght. 

and we had under consideration some general plan whereby 
these longer hauls by one road to maintain its competitive 
position in a certain territory might be ameliorated, and 
we had a fairly ambitious Scheme whereby there would be 

a particular type of manifest that could be issued as be- 
tween the railways, and it would apply generally wherever 
one railway could handle traffic with an economy as com- 
pared with the other without destroying the competitive 
position of the solicitation, that between the railways 
bere Tight be a manifesting of this traffie over the 

other road, with an account kept of the economy. Un- 
doubtedly such an ambitious Scheme does have difficulties 
in it, and when the opportunity arose out in this parti- 
cular area of doing something very simply -- that is, 
Simply swap car for car of grain -- we were very glad to go 
Plone with it. L think myself that the principle might very 
well be extended; I think it is one of the joint co-operative 
ventures that has in it elements of fairly substantial 
Saving. 

Q. Do you see any objection to making the agreement 
apply to all traffic, not alone to grain traffic? 

Bal NO, I do not. I am frank to admit, difficulties 
of one kind or another might be faced, and you would have 
the problem of cost accounting to balance the excesss 
service rendered by one company against the benefits and 
the expenses, but I do not consider that to be insuperable. 

Q. The over-all burden of transportation cost to 
the country might be reduced by e.xtending the pool to all 
traffic, in your view? 


A. Such an arrangement as I have sketched out I think 
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would produce fairly substantial economy in various parts 
of Canada. 


Q. Then speaking of this Calgary-Edmonton-Vancouver? 


A. Well, in this particular case that is an out- 


standing instance; that is an outstanding instance. 


(Page 21196 follows) 
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@. Just one other wora, His lordship, the Chairman, 
I think, asked Mr, Armstrong if it was possible that truck 
competition had produced the Over-night freight service 
between Montreal and Toronto. What are your views on 
that matter --~ to the benefit of the shipper of course ? 

A, That Over-night service between Montreal and 
Toronto, as ‘I understand the Canadian National position, 
was brought about from the desire to meet truck competition, 
and truck competition has had some curious side effects, 
Long before this Joint Co-operative arrangement was 
ever thought of, the railways did undertake certain 
measures of co-operation designed to avoid wasteful 
competition. A curious instance that I might relate 
is that in this Montreal-Toronto 1.c.l. Situation, the 
railroads agreed in the days before truck competition, 
that they would close their freight sheds at a stipulated 
hour, thereby avoiding expense, and they worked out a 
very nice arrangement. Each railway would send a 
representative down to the other fellow'Sshed at the 
Closing time to make sure that the shed was closed. 

With truck competition this arrangement was not feasible, 
and we simply had to step up the speed of our freight 
train service, and we had to keep our sheds open and 
all sorts of things. It added to expense and, as I pointed 
out in my previous evidence, the competition was un- 
economic, Every truckload of 1.c.l. traffic which is 
transported by highway is transported with a lack of 
economy as compared with transporting it by rail. 

MR. O'DONNELL: Those are the only questions 


I have. 
THE CHAIRMAN: Any other question to Mr, 


Fairweather? 
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CROSS-EXAMINATION BY wR, MacPHERSON; - 
eC LEN OUN 3 = 


Q. Two or three questions, Mr. Fairweather, at 
page 153 you say that the Joint Co-operative Committee has 
recently been revived, that is, page 153 of the Canadian 


National Submission? 

ae LoS 5 Bir. 

Q. When was it revived? 

A. Oh, I could not give you the exact date, but it 
was sometime within the last -- I think about a year, 


Q. About a year ago. Now, just to clear up one 


point, Mr, Fairweather, we have the three Committees 
functioning. There is the Local Committee, the Joint 
Co-operative and 9 Joint Executive? 

A. Yes, the Local Committees are ad hoc Committees, 
you understand. 

Q. Now, of those three Committees, the Joint 
Co-operative Committee is the Committee, I presume which 
will initiate projects? 

A. Yes, it also of course takes direction from the 
Executive Committee. 

Q. Yes, but which in the last analysis has to do with 
the initiating, the joint Co-operative or the Joint 
Executive? 

A. Well, let us put it this way. The Joint 
Executive has instructed the Joint Co-operative to 
investigate such broad lines of co-operative economies, 
and the power of initiation substantially rests 
with the Joint Co-operative Committee, 

Q. Now, is there a clearing from level to level? If 


the project is initiated, we will say, by the Joint 
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Co-operative, it is referrea back to the Local Committee; 
it does not have to be agreed upon by that Local Committee? 

A. Oh, no. 

Q. They report to you, to the Co-operative Comnittee? - 

A. Local Committeee are working Committees; they 
are ad hoc Committees set up to collect data. 

Q. Then so far as the Joint Co-op:rative Committee 
is concerned does it have to agree on a project before 
it comes to the top level? 

A. Oh, not necessarily. If either agree, in which 
event they make a recommendation, or - - 

Q. They report? 

A. They report dissent. 

Q@. Then it is dealt with by the Joint Executive 
Committee and it eis either agreed to or referred back 
to the Joint Co-operative Committee for further study. 

A. Well, I don't know what the Joint Executive 
Committee would do in the circumstances. Sometimes 
they have referred matters back, sometimes they have 
accepted our recommendations. 

Q@. Are there some times when you have heard 
nothing further at all from it? 

A. Well, I would have to review the records 
very carefully before I could answer that question. 
You know, the things you are asking me about oceurred 
fifteen years ago or more. 

Q. What I am trying to get at is, there has not 


been any reference of a single disagreement to the 


tribunal? 


A, Yes. 
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@. And I wondered if the Joint Executive Committee, 
in order to avoid the disagreement, had either agreed or 
referred it back to your Committee for further study? 

A. Well, you must keep this in mind, sir, that the 
Joint Co-operative Committee is itself a working 
committee. 

Q. That is right, 

A. We are a working committee at a higher level, 
but we are in no sense a policy-making committee. 

All policy matters are at the Joint Executive level, 
and the Joint Co-operative Committee would have no 
knowledge whatever of what took place in the Joint 
Executive Committee except to the extent that the Joint 
Executive Committee might refer something back for 
further study. 

THE CHAIRMAN: We will have to adjourn now. 


-~ The Commission adjourned at 1:00 p.m. to meet 
again at 2:45 p.m. 
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Ottawa, Ontario, 
Monday, May 1, 1950. 
AFTERNOON SESSION 
S. W. FAIRWEATHER, Recalled. 
THE CHAIRMAN; Very well, Mr. MacPherson. 
MR MACPHERSON: ‘There igs Just one other question 


I wanted to ask Mr. Fairweather, Mr. Chairman. 


CROSS-EXAMINATION CONT'D BY MR MAC PHERSON: 

Q. AS you know, Mr. Fairweather, in two of the 
provinces, Menitoba and Saskatchewan, there are provincial 
regulations that control the freight rate that trucks are 
to charge? 

THE CHAIRMAN: What two provinces? 

MR MACPHERSON: Manitoba and Saskatchewan. 

THE CHAIRMAN: It iDoes not British Columbia too? 

MR MACPHERSON: Parts of British Columbia, I 
think; not all of British Columbia. 

MR BRAZIER: I think, generally speaking, where 
there are licensed lines in British Columbia the rates are 
controlled too. 

MR MACPHERSON: Where there are licensed lines in 
British Columbia, I think. I do not think it covers the 
whole province. But with both Manitoba and Saskatchewan, 
my lord, it covers the whole province, and I wanted to find 
out from Mr. Fairweather whether in his Opinion this was an 
assistance to the railways or otherwise. 

THE WITNESS: I think it undoubtedly was designed 
to be of assistance. My personal Opinion is that it is not 
much assistance. 

THE CHAIRMAN: Q. It is not what? 

A. It is not much real assistance to the railway. I 
think the proof of that will be found in the situation as it 


has developed in England and the situation as it has 
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developed in the United States. It is so easy to evade 
the regulations as applied to large Shippers; they can 
always ship in hired vehicles as distinct from sending 
their goods via a highway operator. The regulation of 
trucking rates by the provinces is not really of much 
assistance to the railway in this basic problem of 
uneconomic competition between the two forms of transport- 
ation. ) 

MR MACPHERSON: Q. It is your opinion, I believe, 
Mr. Fairweather, that in both of these provinces -- I do 
not know about British Columbia so much, but certainly in 
Manitoba and Saskatchewan -- the collection of those rates 
by truckers is pretty well policed «by the provinces 

AOU LT know 4trds attempted to be policea, yess 

Q. And you do not believe that the fact that, 
if itvis well policed, it eliminates cut-throat competition 
is of assistance to the railways? 

AS? Well, I) think. that actually probably is of more 
herm than help, because the cut-throat competition damages 
the trucker a lot more than it does the railway. These 
truckers always operate under an umbrella of rates that are 
set by the railway, and even in these provinces where rates 
are regulated the rates are closely related to the railway 
quoted rates except on bulky commodities that are difficult 
to handle, and there the rate is away above the railway 
rate. But, you see, the effect of that is that the trucker 
operating a high-cost service under what I might refer to as 
the umbrella of the railway rates, is more apt to expand 
his activities than he would be if he had to face the cut- 
throat competition from other truckers. It gives him a 
wider margin of profit that he can use to expand his opera- 
tions. So that rate regulation at railway rate level is not 


an answer to this problem. 
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9. I just wanted your opinion on that, Mr. Fiir- 
weather, thank you. 

THE CHAIRMAN: Anybody else? 

COMMISSIONER ANGUS: 9. Mr. Fairweather, there igs 
one question I should like to ask; it arises in part from 
your evidence today and in part it has to do with the 
Canadian National Submission. The question itself is 
S0ing to be Short, but I want to begin by giving my 
reasons for asking it. 

If we take the evidence that has been presented 
to the Commission as e hundred per cent wserious and as 
complete, a complete Story, to which we do not have to add 
a few grains of Salt, we get this sort of picture: In a 
large and increasing sector of the economy there is not a 
monopoly of transportation, because of water competition 
or truck competition. On the Other hand, in some areas 
there is only one railway, so that you have a railway 

monopoly in any case. The benefits ‘of “he competition 
between the two railways seem to be rather nebulous things; 
we have had very great AVE Cio yin getting any precise 
information as to benefit conferred on consumers or Shippers 
by competition between the Canadian National and the 
Canadian Pacific Railways. The part of the economy that is 
Served by two railways has been represented by people who 
denounced the monopoly of the railways in the plural, so 
sternly that it is rather difficult to think that they have 
any dislike left over, as it were, for a monopoly by one 
railway in the singular. They dislike the monopoly rates 
that apply to their type of traffic. 

Now, side by side with that, this other point: 

The Canadian National Railways have put a very modest 
estimate on their potential earning power; on the average 


we are told that there is to be a Surplus over Operating 
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costs, a surplus available for fixed charges, of $15 
million or thereabouts. There may be a little to add to 
that from further economies under the C.N.-C.P. Act, and 
there may be a little to add from income tax payments in 
years when more money is earned, but what the taxpayer is 
getting, assuming that the fixed charges are being borne 
by him, is not very much more than $15 million on the 
Canadian National Railways' estimate. Now, the Canadian 

Pacific puts a much higher estimate on what the C inadian 
National Reilway can earn at the proposed rate level, that 
is to say, at a level that is fair to the Canadian P cific 
and that redresses the imbalance of rates and costs. 

Now, that is a picture in broad outline, arid! if 
we take that as the picture there is one obvious solution 
that suggests itself, and it is SO obvious that I think 
the Commissioners might feel a little humiliated by the 
Simplicity of the problem that has been propounded to them. 
The solution would be to invite the Canadian Pacific to 
Show its confidence in private enterprise and in the 
evidence by agreeing to release the Canadian National Rail- 
ways for something more than $15 million a year, on appro- 
priate conditions, and of course the dominant condition 
would be the yardstick for freight rates. 

Now, Superficially that solution would have all 
the merits . The Canadian taxpayer would make the best 
possible bargain, the Canadian Pacific Railway dividends 
would be made fairly secure, and the cost of railway opera- 
tions in Canada would be reduced by the greater economies 
that you can have from fully-integrated operations, carrying 
co-operation to one hundred per cent. 

To avoid that solution, if it is distasteful, the 
taxpayers have to forego relief, which they are said to 


desire, the shippers and consumers have to pay freight rates 
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which they Say are too high already, and which I think 
your evidence has said cannot be raised remuneratively to 
the railways, rates which they are unwilling and perhaps 
unable to pay. 

Now for the question: From your long experience 
of railway economics, do you think I am taking that evi- 
dence too Seriously? 

A. Well, sir, I think that. you are under-estimating 
the competitive angle. I Gathered from what you said that 
you believed that before there could be the benefits of 
competition a shipper and a receiver would have to be 
located within reach of each of the railways concerned. Now, 
that is far from being so. The benefits of competition 
between these two properties extend to every shipper, 
wherever he is located. The railway -- and I can speak 
with some knowledge, because I am the Chief Development 
Officer of the Canadian National -- always has before it 
the problem of protecting the market position of its 
patrons, and a patron that is located on its exclusive line 
is just as much in need of that protection as if he was a 
competitive shipper. Now, the fellow who is located in 
the position where he has a competitive alternative, let 
us say, has some protection against arbitrary exercise of 
power by the railway, but he has no greater need for market 
protection than the other man. And, Speaking for the 
Canadian National Railway, I can Say most positively that 
the Canadian National Railway looks with the greatest care 
at the problem of seeing that its non-competitive shippers 
are placed in a competitive position in all markets that 
they can reach. 

Now, that extends in the whole gamut of railway 
management. It starts, of course, with the rate structure. 


It then extends into the quality of service that is rendered 
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to that Shipper, and the freight Schedules, and nearly all 
Of our freight Operates on schedules. Those freight 
Schedules are just as carefully adjusted to meet the 
requirements of this individual Shipper as they would be 
Fors the competitive Shipper. So the benefits of compe ti- 
tion extend so far ag the shipper is concerned all over the 
country. 

Then in so far ag the internal problems of 
management are Concerned, from a very long experience I am 
convinced that the esprit de corps of two competing 
Organizations has a very tangible value, 

Now, this may sound like a digression, but when I 
was 2 young man, a young engineer out in the HLe TA yaar 
cOnducted an Experiment, and I think it will indicate what 
I am talking about. [I Was an inspecting engineer on a 
relatively small job, where they employed about I Suppose 
150 men. We were getting a certain output per man operating 
under one general foreman. I went to the contractor -- Ai 
was rather a student of matters like this -- and I said to 
him, "Why don't you put on two foremen and split this job 
into two pieces?" He said, "Oh, that would be foolish. I 
would have to pay another foreman's wages." Then I said, 
"Well, are you game to try it and just see what happens? 
Don't do anything else, just put on another foreman and 
Split the gang in two." We had quite a discussion about 
it, and he agreed to do it. 

Now, I want to tell you the most astounding 
result. That man's costs on that particular job went down 
better than thirty per cent. There Was a spirit of 
emulation set up between these organizations, and they 
worked unconsciously in a spirit of emulation, one for the 
other or against the other, and the contractor learned that 


there was something more to management than just simply the 
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provision of men and material. You do not Simply pour men 
and material into a Sort of sausage-mill and get a result 
out. Organization is a living, vital thing. The organ- 
ization of a great industrial enterprise like the Canadian 
National almost has 4 soul of its own, and the instilling 
into management, and through management into the personnel 
of the railway, of the soundest principles of production, 
can only proceed go rari? VYounnare got to have some sort of 
objective yardstick that 1s always in front of the 
individual before he will respond with his best effort. 
Now, in this particular instance that I mentioned, 
I can guarantee there was no slave-driving at all; they 
just stood to one side and watched the results. And I do 
maintain with great Sincerity that the competition which 
does exist between the Canadian National and the Canadian 
Pacific Railways is very beneficial in the hard, common- 
sense school of cost per unit of Service performed. It is 
not all waste, and if you try to translate into economies 
what appear to be duplications in service, you run a 
grave risk of upsetting those yardsticks by which the 
individual guides his actions. 

Why does a train run on time? Why is a snappy 
performance given in a yard? Why does a shipper get pre- 
ferred attention? Mind you, the President of the railway 
may issue a ukase to that effect, but in each and every 
instance that has to be - performed by an individual who 
has an interest in his work, and the prime interest in his 
work, in my observation, is that he has a competitor. That, 
Sir, I think, answers a large part of your question from my 
point of view. 

Now, I don't know that I can hold all the 
phases of your question in my mind, but I do feel that the 


capital reorganization which the Canadian National asked was 
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really designed to sharpen up that instinctive pride of 
the individual in the performance of his work. If it 

does not do that it does nothing; it is only bookkeeping 
if it does not do that. But I maintain that to give the 
Canadian National an Objective that is going to take some 
Striving to get to, but is still reachable, is going to be 
a challenge to the management of the Canadian National, 
and will in my Opinion have the result of lowering trans- 
portation costs in this country. 

Q. I am not clear about one thing in that answer, 
Mr. Fairweather, and this is this: Do you think in the 
past that the competition between the two railways has 
produced the esprit de corps in both of which you have 
been speaking, or do you look on that as something to be 
produced in the future by this new capitalization 
proposal? 

A. It has always existed, and, to the degree that 
leadership is furnished in the consolidated Canadian 
National Railways, it has been preserved and fostered. We 
Nave’ in the last Say thirty years been gradually moulding 
the Canadian National Railways into a unified System with 
a common esprit de corps. When I first Joined the system 
you were either a Grand Trunk men or you were a Canadian 
Northern man or you were a Canadian Government Railway man, 
and then as a sort of Stepchild you might have been a Grand 
Trunk Pacific man. The big problem that the system faced 
was not the physical co-ordination of its activities; it 
was the creation of a co-ordinated organization having 
@ common Objective. And Sir Henry Thornton did a very fine 
piece of work in bringing down the insularity of the com- 
ponent parts of the organization and giving us a unified 
team action. 


Now, I would not have you feel that elong with 
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these beneficial phases of competition there have not been 
evils, because in the period of the twenties there certainly 
was competition that in my judgment was not sound, and it 
resulted in the Canadian National- Canadian Pacific Act. 

One of the best features of that Set, in my judgment, is 

its negative aspect, where it gives eath railway a protec- 
tion against ageression without the necessity of leading 
this country into an extravaganza of competitive effort, 

2. Then you would be giving full value to the good 
and increasing morale when the figure of $15 million was 
chosen? 

A. Well, as I Said, sir, I do not feel: that the 
Canadian National would be doing a good job if on the 
average it only succeeded in earning $15 million over its 
Operating expenses. [I Say there is a challenge there. 
Statistically one might say that the $15 million figure is 
erowell, 1¢ is. the lower limit, but there is a challenge to 
increase it, and I think that Challenge is a very valuable 
thing. I would not want to say that I would be happy if 
ten years after today we looked at our accounts and saw that 
we had only averaged $15 million. T would say that we would 
not feel that we had done any more than an average job if we 
did. But the railway future is dark and there are obscurities 
Re ae Certainly there is in this highway problem a major 


canker that is eating at the heart of the railway industry. 


(Page 21210 follows) 
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Now, to the extent that that erosion can be stopped by 
prudent measures without any damage to the overall 
economy of the country, you will alter the picture very 
considerably. 

| COMMISSIONER ANGUS: You don't want the chal- 
lenge pointed up by a more elaborate capital structure? 

A. No, sir. I think to keep at a simple structure, 

that is a challenge to us. That is the thing that I 
feel would be the most productive of what the Canadian 
National managementis aiming at, that is, the stimu- 
lation of the spirit of the employees of the system 

so that when the year's result is out they can pat 
themselves on the back and say: "We have done a good 
job; there we have done something." 

MR. FRAWLEY: Q. Mr. Fairweather, you have 
just been telling the Commissioner that you are always 
anxious to see that a shipper located on an exclusively 
Canadian National line does not suffer at all by that 
fact but really gets some real benefit from that fact? 

a, vvessisir. 

Q. Have you got the same solicitude for the 
receiver on a Canadian National exclusive point? 

A. We certainly have. 

Q. Now, Mr. Fairweather, this is a fair question. 
Why do you let the receiversof cement in Alberta 
on Canadian National exclusive lines pay more for 
their cement merely because it originates at an 
exclusive Canadian National point? 

A. Well now, that is a matter of the rate 
structure. We have in Canada baibasically the one- 


line rate structure, and if :‘ithere is a movement 
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from an exclusive point on the Canadian Pacific to an 
exclusive point on the Canadian National, there is an 
extra in there because it is on a two line-rate base, 
That has been an accepted principle throughout the whole 
history of the railways. 

Q. Mr. Fairweather, not to Spend too much time on 
this, but perhaps under the heading of co-operation we 
might discuss it. I am told that the fact is that when 
cement originally started to go from Exshaw into Alberta 
in large quantities, the directions were to take them 
as far as Calgary, the first Canadian National interchange 
point, and then turn it over to the Canadian National 
there if it was going to a Canadian National destination. 
That was not explainedto and the Canadian Pacific, and 
they sat down with you people and came back, and the 
result is now that it is a two-line rate structure 
that we are now operating under, which makes the receiver 
on the Canadian National point pay more than the 
receiver on the Canadian Pacific points situate just 
exactly the same number of miles from Exshaw. 

A...Of course it.works the other way, There are 
ever so many instances where the thing is just the 
reverse. 

Q. You treat the exclusive Canadian Pacific 
receiver in the same fashion as your exclusive 
Canadian National shippers are treated? 

A. Yes, certainly, and shippers too. That is 
just plain business. 

Q. In ‘other words, Mr. Fairweather, you have 
the same situation at points like Arvida, I suppose, 


as the Canadian Pacific has at Exshaw, Alberta? 
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A. Surely, 


Q. Has that ever been the Subject of any discussion 
between officers of the railway to see whether or not 
there could be some evening up there? 

A. I don't know what evening up there would be. 
Actually you are now .on 2 subject about which I 
don't know very many details, but I do know that our 

fundamentally 
rate structure is built up/on a one-line and a two- 
line basis, and I think it is Justifiably so built. 

Q@. I just leave it this way then, and I will take 
two specific points. You think there is nothing 
objectionable or wrong at all when we find a receiver 
of cement at, say, Mirror in Alberta, which is an 
exclusive Canadian National point, has to give up his 
business because a man a few miles away at Allx, which 
is a Canadian Pacific point, is able to take all the 
business away from him, seeing that he has to supply 
this cement in Mirror, the Canadian National point. 

Do you think that is all right? 

A. All I can say is that the railways cannot 
conceivably cover every possible circumstance with 
which the economy of the country might be confronted, 
but I do say this two-line rate basis has the sanction 
of long history, and I am not going to say that it 
19 not justifiable. I think it is justifiable. 

Q. Now, Mr. Fairweather, I was asking Mr. Armstrong 
this morning about the exchange of grain in Edmonton 
and Calgary respectively, and I wanted to ask one 
question about it. There iS generally, as a result 
of that agreement and because of the limited number 
of originating points which the Canadian National has 


compared to the Canadian Pacific, particularly when 


7 ae 
i 
re, 
ran 4 
Pi me pet 
he * 
Du 
os 
a 
ER 
= 
We 
b 4 
4 Gy 
eg 
id 


dow ~, 


i 
. 
Eby ‘ 
P 4 
2. 
, . ‘ 
H 
! 
F 
, 
1 
1 
‘ 
’ 
o4 
re ; 
wv 
toe, abi to 
5 
i 


rel te Se tap gilts 


ify sue , Or dered 
Ee tial espe 
f : 4 
neni Sad ae ae 
hoya Et eee 
q «Agee ai 
é 
ee Pt yen 


\ 
us vi -* 
enc ie mae 

beds ih 
fest : 
Vie Pe tans 4 
Res ca oa. 

; . 
git i ct Sch nes 
crip, ay aa 

i 


fifa "a2 atid basin t “HS Meh ee 


maid Yt \ A pghicy AS Salles Gil NE eee ead : : 
ONS OE ont Pe ah Stee Soha spear 


Hy swVe LARS £ Sowget tao b er 7 8 


‘eat thc set feat asibens 


if aes phrnkes 7 Bane 


5 + CLEAR: i eh: 


. 


oe te el cae ed fele: 7) eee Sn ete + eae hie 
Ee opal. 18 O0" yaar eet +6 at8D: eee ; aeowted - 


3 a ed yt tay a ! 
eT iin 4 aa ee once ad ines-erad? 


oAitelys. ¢ ah ope § Y tierette.: ; a 


cone te Br es a eey “anh aks \ ; As 
He Gee 0 SRT Bate ve bead one 


’ 


Bie be Gina lode ey a) dey stithed.: SfTFS 


er ” ’ 
Pair ent (oS Se ae) ere ies eg ; 
CHP Ce pohsd eine eho an ovh adanes 


fii weQi ov Qa me Séueoed essr 


ACC" Weph S eo SU OCT Yow eBpoabames 


Ue fyi, RZ)” Cont} vegntarae BIB eee to Anew r | 
SDE. SOE . cearey DEP ag. Deron a: Baar 


ry be rs mM a ck ‘ me int Jf. a4 6 a 
hori te? (Eee eo! Dactehs Meas oy: 


T A * ‘ Fos Un es af weet spy Oe Ser, Che Paid re 
“ a 5 okey iM, « ig ia i : 1 a 
JOGOS. YO: TST Vey iS eee 


oe . ; < ; are “ us : ; 
“A alee ae TO ae ays) | OneH os a 
4 “é Y ‘4 wh ie : Me 3 ' Bite Ba) PEVELIO ¢ web 5 . SES bt fay or it 


Ted? aches oh tL ewe? yerhte: YES om Lf: set 


roy etn QOL: Te 


dtr sh 


= 
ae 

Th 

4 


re 2 is Be. aye Jom = 


Pe aes : 5 : } ne ce ee a 
es isth |! Ges Roma vel wet: 
iS ites 16 sacha: pe Hose aft Eero 
fee at re 4 ; { . A te 
yt Dagtiow | Aaa “astoy Feige jo tar, 
‘ Viel. oy Oa: rit Jf tuodr: ngd 
intl al? 2S adwkeet ohne “Sasiee yorTgs so 
tbat a Hh Mais eine ‘iitatteg aisnarge 5 - ' 
prin na e ie ks o aie ; ; = : 
fetes Met eaten vale eo Bonga 
. ' i} : Noe * ’ 


ri? “ 5 7 is. 


- 21213 « Mr. Fairweather cr ,@Z. 


you take 50% of the Northern Alberta grain, there is 
Senerally a great balance in favour of the Canadian 
Pacific at Edmonton for interchange. Is that so? 

A. Oh, I believe so. 

Q@. Do you find that the Canadian National is 
casual or insistent about taking their share of that 
grain, their excess share and taking it to Calgary for 
furtherance to Vancouver? 

A. I would not know as to that, but what I can 


tell you is this, that the Canadian National mane ge 


ment is very much alive to the economies involved, and 
we see to it, the way we herd into Calgary by which 
we can save a haul, 

Q@. Then you have never had an instance where you 
had an excess and where you have been faced with the 
possibility of sharing your grain up to Goose Lake 
running up into Edmonton for travel to the coast? 

A. So far as I know that has never arisen. 

Q. But similar circumstances do arise where 
the Canadian National where they have an excess of grain 
at Edmonton, they do send it down to Calgary for further- 
ance to Vancouver. 

A. it canonly speak of that by inference. I 
know there is a great deal more grain made available 
at Edmonton for shipment by Canadian Pacific than there 
is at Calgary on Canadian National. 

Q. That is true. That being so and on a car for 


car basis, Canadian Pacific must be taking a lot of 


grain down to Calgary rather than turning it over to you 


at Edmonton? 


A. I said that was a logical inference, yes. 
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Q. Has it ever occurred to you that that would 
secm to be an inconsistent position for them when this 
whole movement is unprofitable? 

A. Well, as I said this morning, this particular 
arrangement was in the nature of an experiment, and 
it was the intention to follow the experiment up and 
see then whether it might not be broadened in some manner, 
There are difficulties undoubtedly, but speaking for 
the Canadian National I can say that we looked upon it 
as an experiment in what seemed to us to be a fairly 
fruitful field of economy. 

Q@. Well, the experiment has been following on 
for 17 years? 

A. I know, but you must remember, sir, that I 
Stated that during the war and in the post-war period 
managerial problems were pushing in on us that made 
this matter relatively unimportant, and you had to 
give first things first consideration. 

Q. What is the situation with regard, to the 
extension of that grain agreement to livestock and 
other freight? 

A. Well, I think that it would very well repay 
study. I would think that livestock would introduce 
special complications, because livestock requires 
special servicing and routing, and our responsibility 
under our bill of lading, I don't know whether we 
could delegate it or not. But I think the whole 
subject is worth study, sir. 

Q. I would have thought now, not knowing as 
much about the movement of livestock, the fact that 


you have this extra service would rather warrant the 
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stock on northern branches of the Canadian Pacific 
being turned over to the Canadian National and getting 
out to the coast as quickly as possible rather than 
herding them all the way to Calgary before they are 
sent out to the coast? 

A. Well, as I say, sir, I think it is well worth 
study, but I don't want to give an offhand opinion. 

I think that a study could very well reveal that it would 
be a practical measure, 

Q. Mr. Fairweather, is it either of the railways' 
faults that the tribunals have never been used under 
this Statute? 

A. Well, that puts me in a position of criticizing, 
for instance, my own executive, and I cannot do that. 

Be ie verrectiy obvious that if T said’ "Yes" then 1 

am either accusing the Canadian Pacific or accusing 

my own executive. All I can say is that the situation, 

as it developed from time to time so far ‘as the Canadian 
National is concerned, was brought to the attention of 

our executive and they took such action as they deemed 
rit. 

Q. Is it not remarkable that there has not even 
| been one, not even one reference to an arbitral 

tribunal? 
A. Well, I don't know that it 1s remarkable: it 
is a fact. 
Q. Doesn't it indicate a definite policy that 
there will not be any reference to these tribunals? 
A. Oh, I say most positively that it does 
not indicate any such policy. 


Q. And there never was any such policy? 
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A. So far as I know there never was any such 
policy. I never heard of it. 

Q@. When you speak of policy I don't mean a 
memorandum signed and issued. 

ie And I am fairly well informed. I have not 
the slightest reason to believe that there was any 
such policy. 

Q. It is inevitable in all the cases that it 
never got to the tribunal? 

A. I take it the executive from time to time 
(I am speaking now of the executive of the Canadian 
National) examined the situation as it existed and 
made up its mind that the situation did not call for an 
arbitral tribunal. ,.That is all I can say. 

Q. Do you agree with Mr. /Armstrong's view, 
because at least he has a view, that if that tribunal 
had been resorted to there might not have been so 
much tendency in the minds of the executive to feeling 
that the other people were not just co-operators and it 
would /have a deleterious effect on future relations? 

Bo, Mo..80 far as. I am concerned, .ono. ne 
Canadian National sees that arbitral provision in the 
Act 4s a useful implement. It has two values. One is 
a negative value and one is a positive. There is the 
protection against agression by one company against 
another, to the sort of invasion of its territory that 
took place in the 1920's. Had that Act been on the 
Statute book it probably would not have taken place. 
The positive side of it, there is provision for 


implementing economies. I certainly cannot believe that 
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you would invoke the arbitral tribunal on any minor 
matter, but on a matter of major importance there is 
the machinery, and the Canadian National certainly, 
aS a matter of policy, would make use of that machinery 
if the circumstances warranted it. 
Q. Do you think, Mr. Fairweather, that the . 
one million dollar savings which appear in the submission 
of both roads to this Commission, is an adequate result 
of the enactment of this legislation by Parliament? 
A. I have already said = - 
THE CHAIRMAN: Pardon me, do you mean the 
million dollars annually? Isn't that what the 
estimate was? It is an estimate? 
MR, FRAWLEY: Yes, it was an estimate we 
were told about, and I think it is something like - - 
THE WITNESS: 1,189,000. 
THE CHAIRMAN: Annually? 
THE WITNESS: Annually. 

Pe Ree estimate is on the grain, which is quite 
a big lump of it, $60,000, and is just $6,000 
multiplied by ten -- pretty much of a horse-packed 
figure isn't it? 

A. I would not call that a horse-packed figure. 
It is, let us say, an approximate figure, but it is 
certainly based on an analysis of the costs involved 
via the two roads and a fairly careful analysis at 
that. 

Q. It costs about $10 more to take it over the 
Canadian Pacific main line than over your main line? 


A. Yes, and I think if you look at the thing today 


you will find the cost is nearly $20 extra. 
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Q. Different? 

pa. Yes, 

Q. But the Canadian Pacific are still. taking 
these excess cars down to Calgary and taking them over 
Kicking Horse Pass? 

As. “YOR 

Q. Now, Mr. Fairweather, do you not think that 
this Statute could benefit from some policing by a 
third party, ‘some regulatory body? 

A. Well, of course, there is policing by Parliament, 
to the extent that Parliament is interested in it. 

Q. To the extent that Parliament gets a report 
each year under Section 149? 

A. Yes. 

Q. By the way, Mr. Fairweather, do you have handy 
those reports? 

AY No, I have not. 

Q@. Or a sample of them? Are they included in the 
annual report of the Canadian National or is there a 
separate report made under Section 14? 

A. Well, any significant item would appear in 
the various annual reports of the Canadian National. 
| a. LD see.’- Pam not being eritical, but you 


have never actually made a separate report called 


a report under this Statute, as called for by Section 14? 
A. Well, I would not be sure of that. You see, 

at the time these co-operative measures were active, 

it is a long while ago and I would be speaking from 


memory. 


Q@. But you are Chairman of the Canadian National 


Section? 


A. Yes, but the publication of that report would 
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not come to me,- 

Q. No, it is the trustees, it is called the 
trustees. That has not been changed? 

A. That would be the Board of Directors. 

Q@. Now becomes the Board of Directors. In any 
event, so far as you know about it, you don't know 
that there is any separate report made under Section 14 
to Parliament? 

A. At the moment I know of no such report. 

Q@. Then such as it is always bringing to the 
attention of Parliament, that is the only policing there 
is? 

A. Yes, and your question is whether I think - - 

Q. The whole operation of the Statute would 
benefit by having some policing, and you could use 
the word "policing" in the highest possible sense 
you wish? 

A. Well, yes, I understand your question 
My feeling is this, that the railway industry is going 
through very difficult times, and they cannot afford 
to overlook opportunities for reasonable and sensible 
economies. I think that is the best policeman that 
you can possibly have. Now, I draw the distinction 
between a policeman and the obtaining of information. 
The Canadaan National Reilways was the first railway, 
I think, certainly in C*nada and I think on this 
continent, to have a Bureau of Economics or a Research 
Department. Our success in setting up such an 
organization led to the Canadian Pacific setting up 4 
Research Department and also to having an Economic 


Branch set up by the Board of Transport Commissioners. 
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Now, all of those facilities provide machinery for 
informed examination of railway problems, and I think 
that is all to the good. 

Q. Just let me ask you one more question by way 
of Specific suggestion. 

COMMISSIONER INNIS: Would you rather have 
it under the Board of Transport Commissioners, Mr. 
Frawley, as the supervisory body? Or have you anything 
in mind? 

MR. FRAWLEY: I have an easy mind whether it 
Should be a Separate tribunal or a branch of the 
regulatory body. I go along with the C.F.A., but it 
does not matter. Dr. Hope did not state whether it 
was a separate tribunal. It is true he did say a 
continuing tribunal. Perhaps one would think from 
that that he meant a newly constituted body. 

THE CHAIRMAN: Are you to have any legislation 
Grafted for us, putting that forward? 

MR, FRAWLEY: Well, the Canadian Federation 
of Agriculture did not draft any, and at the moment 
I have not intended to, but it will be a simple matter 
to draft something, sir. 

THE CHAIRMAN: I don't know, It depends on 
what kind of body you are going to submit, and to 
what extent its findings would be binding on everybody,, 
including the public and the Board of course, and so 
on. There is a great scope left there for differences 
of treatment, differences of opinion. You will tell 


us later on in the argument precisely what you think 


ought to be done. 
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MR. FRAWLEY: As to what Should be done, 
yes, Sir. I don't know whether it would assist the 
Commission also to Submit something in writing by way 
of amendment to the Railway Act, or to this Act rather, 

I might do that too, sir, 

COMMISSIONER INNIS: You would be content if 
it was under the Board of Transport Commissioners? 

MR. FRAWLEY: Yes, but not the Board as they 
are now, a bigger and better Board. 

THE CHAIRMAN: It simply means that the public 
in different localities to the mere interested parties, 
come forward to show why these recommendations ought 
not to be adopted. Then are you making any other proposals? 

MR. FRAWLEY: The only thing that we can put 
forward about the third party being interested would be 
that it would not be left entirely to the railways them- 
Selves. Mr. Fairweather has just said with perfect 
Sincerity that he is trying economy as far as is sufficient. 

THE CHAIRMAN: That is what the Act says. 

The Act calls upon them to co-operate in order to effect 
economies and to provide for more remunerative operation. 
That certainly supplies two incentives to spur the railways 
on. 

COMMISSIONER INNIS: You think this additional 
Statistical work that Mr. Fairweather was talking about, 
might make it possible for the Board or a branch of the 
Board to interpret or untangle complexities that were 
put before us this morning? 

THE CHAIRMAN: You see, Mr, Frawley, what I 
have in mind is this, that after all, whatever this body 


is called, whatever its power is, it must direct itself 
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to finding out things that would be of economic value 
to the railways. 

MR. FRAWLEY: Yes, 

THE CHAIRMAN: Because that is what the Act 
calls for, for the purpose of effecting economies and 
providing for more remunerative operation. 

MR. FRAWLEY: Yes, of the railways. 

THE CHAIRMAN: Yes. 

MR. FRAWLEY: I know, and I do submit that 
is only a means to an end. It is to the end to get 
expenses down. 

THE CHAIRMAN: You see, anything that provides 
more remunerative operation must be beneficial to the 
railway. 

MR. FRAWLEY: That is true, because it 
lessens the need for further increases in freight 
rates. 

THE CHAIRMAN: If the railways themselves 
cannot see their interests, whether they can make up 
their minds about it, do you really think that an 
outside body could say to them: "Here, you would 
make so much money if you did this and that, you would 
be much better off and save so much money"? 

MR. FRAWLEY: Even if that outside body - - 

THE CHAIRMAN: You see, that is the object 
of this Act. You must not extend it to anything else. 
It says for the purpose of effecting economies and 
providing for more remunerative operation. 

MR. FRAWLEY: Yes, my lord. 

THE CHAIRMAN: It is not anything else. 

It does not say they are to give the public better 
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Service, but those are the two objects right in the 
Act. 

MR. FRAWLEY: My position is that surely 
there would be bound to be benefits from such a body, 
if for no other purpose than to get things done, I 
don't want to overstress this case of Alix and Nevis. 
All I am saying is it is a shocking state of affairs 
when it comes to 13 years /-> OF miles of tracks. I 
don't want to make more than should be made of it. 

It seems to me that if there were some body to watch 
these things and have some finality brought about, that 
that should be done. As to the case of the rate basis 
in Alberta that I appeared in briefly, the Canadian 
Pacific won the case, or the railways did. I thought 
the list would be out next year. Now we are told it 

is not so. I cannot complain about that, but I am 
using it to illustrate . What was the point of it all? 
There is something lacking somewhere it seems to me. 

THE CHAIRMAN: It could be that since then 
the railways have discovered that eliminatinn of that 
particular iine would not effect economies, 


MR. FRAWLEY: That 1s right, sir. 


THE CHAIRMAN: Would not give more remunerative 


operation. 

MR. FRAWLEY: That is right. 

THE CHAIRMAN: Always remember that that is 
the object of the Act, that it is something that is 
intended to benefit the railways by giving them a 
chance to make economies and to earn more remunerative 
operation. 

MR. FRAWLEY: That is true. Well, the public 


have an interest and so have the Board too, becuse 
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the more money they make the less we have to pay in 
freight rates. 

THE CHAIRMAN: Can you easily imagine both 
railways sitting back and saying: "We don't want to 
earn more remunerative operation, we don't want to 
Save any money by economies". You cannot imagine that? 

MR. FRAWLEY: Oh, no, that is not to be 
imagined. 

THE CHAIRMAN: Think of all these things 
before the final and last word is said on this subject. 

MR. FRAWLEY:Q.iI only want to call attention 
to one more matter. As an example of something that 
might be given thought. Both Canadian National 
and Canadian Pacific originate fruit in the Okanagan 
country? 

As ¥@s, 

Q. That is moved into Alberta? 

is 166, 

Q@. You have a Calgary destination for a good 
deal of your fruit? 

As. (XG83 SLT. 

Q. And you bring that up to Edmonton and bring 
it down to Calgary? 

ae xe, Gir: 

Q. Wasn't there an interchange point (and it 
may be just a simple answer) somewhere in the 
Okanagan Valley so that fruit for Calgary or 
Southern Alberta, which is Canadian Pacific preserve, 
might be turned over to Canadian Pacific in the 
Okanagan rather than you take it up to Edmonton over 


your Yellowhead all the way down to Calgary before it 


is turned over? 
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A. That 1s a subject that 1s well worth study. 

It falls under the general heading that I mentioned 
this morning. 

MR. SPENCE: Do you mean the shipper would 
not be available to Canadian National if he preferred? 

MR. FRAWLEY: He would not have any chance 
if he was going to Calgary, that is what it meant, or 
Lethbridge, because Cenadian National would have to 
take it to Edmonton and it is an expensive haul. 

Q@. You know, as a matter of fact, Mr. Fairweather, 
if you are alive to the traffic in Alberta, that they 
are as a matter of fact very harassed in Alberta on 
that particular question, and I am not taking it up on 
their behalf. I am putting it to you under this Statute 
as a likely means of expense. 

A. Have I misunderstood your question. Your 
question was that we should not solicit traffic for 
Calgary? 

Q@. Yes, I think you could solicit it, but you 
would give it to Canadian Pacific to take it to Calgary 
for you. 

A. Yes, I think that my answer was related to 
the thought that we would employ Canadian Pacific as 
an agent to handle the material from an interchange 
point somewhere near the Okanagan and hand it over to 
us again for final delivery to the consignee so that 
we would be initiating and terminating the movement. 
That was my thought. 

Q. If it was for Calgary it would mot be handed 
back to you because it would get to Calgary and after 


arrive at its destination? 
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A. Oh, it would be turned over to us at an 
interchange in Calgary. 
Q. In Calgary, that is right. That is what I 
meant. 
A. Under those conditions I think it is well 
worth study. Now, I intimated earlier that the bill 
of lading of course is a matter that has to be looked 
into, but I do not see that as an insurmountable obstacle. 
I think that is something well worth looking into. 
Q. And in the same way for the Canadian Pacific 
to turn over to you at an interchange point in or near 
Okanagan for destinations which are in the northern part 
of Alberta? 
es LEB. 
Q. From the St. Paul Line or something like that? 
| A. ¥ee. 
Q. I have one more matter. You know that this 
Statute was the subject of investigation, among other 
matters, in the Senate Inquiry of 1938? 
ey 6 Lees 
Q. And I suppose you haye read the report of 
the Senate? 
Dow SES. 
Q. And I just want to call your attention to 
| two or three passages in the report which deal with 
the matter we are now discussing. That Senate Committee 
of 1938 found that the recommendations of the Duff 
Commission (and I am quoting) "have never in fact 
been applied in a practical sense". Do you recall 
reading that in the report? 
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@. And also that they found (and I am quoting 


again) "There is reason to Leola 


MR. O'DONNELL: Where are you quoting from? 
MR. FRAWLEY: I am not quoting from an 
original source. 
MR. O'DONNELL: Are you making it up? 
MR. FRAWLEY: No, I am not making it up. 
It has been quoted by the late Mr. Ralston, and I 
Sure it is quoted properly. The Committee found 
(and I quote):- 
"There is reason to feel that consider- 
able economy could be secured from co-operation 
if it is approached earnestly and with a 
will to accomplish results". 
| You recall they also said that? 
i. | 2eon 
Q. And they also found that the facts which had 
been brought to the knowledge of the public (and I 
quote again) as to the slow progress of co-operation 
planned to date "Have had a valuable effect in 
stimulating both railways to further efforts in this 
| direction". That was a little bit on the other side 
| of the page. Then from the final paragraph of that 
| Committee's report, and this is all I have to quote 
you: - 
| "In the interests of the railways and 
business generally, further and more serious 
attempts should be made to give effect to 
the letter and spirit of the Canadian National- 
Canadian Pacific Act, 1933; that in the 


opinion of the Committee that offers the only 
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practical coursein present railway difficulties". 
So the Senate Committee of 1938 was by and large pretty 
critical as to what had been accomplished under the 
Statute. 

A. Well, I read their report. 

Q. And I want to be perfectly fair about it, 
because I rather think you appeared there? 

Pee veo, 1. certain ivodia. 

Q. So you know a good deal about it. Is it fair 
for me to say, without generalizing too much, that they 
found rather against the results that had been achieved 
under the Statute? 

A. I think the report speaks for itself. 

Q. Thank you, Mr. Fairweather. 

THE CHAIRMAN: Anybody else? 

COMMISSIONER INNIS: I was going to ask Mr. 
Fairweather, when you were talking about the advantages 
of competition against the advantages of co-operation: 
the complaints on the part of employees of either 
Canadian National or Canadian Pacific about pool train 
arrangements and so on, are those justified or not? 

A. Well, I suppose if you asked the men whether 
they were justified, they would certainly say "veg", 
Every economy the railway puts into effect means in 
the first instance that somebody goes out of employment. 

Q. The point is made chiefly that the Canadian 
National or Canadian Pacific got the wrong end of the 
argument, and that the railway which is in opposition 
4s looked upon as rather more astute than the railway 
in which they are employed. 

A. Well, I have heard a great many of such 
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arguments, and naturally I have heard them more from 
the Canadian National side than the Canadian Pacific. 
I do not know much of what the Canadian Pacific staff 
thinks of it, but I was Chairman of a Committee to 
watch the results of this pooling, and it was reported 
to us that this, that and the other submission had 
been made about the unfairness of the pooling. As 
Chairman of that Committee, I said: "Produce the 
evidence to show us where this is unfair and we will 
get it rectified". I was unable ever to get any 
substantial evidence. What one got was a lot of 
prejudice, but you would expect to find that. I 

can say this, that that pooling arrangement is produc- 
tive of very considerable economy, and I don't think 
that it is to any considerable degree out of balance 
in fairness to the railways. There is the wider 
question of how much you should extend the pool and 
where it should go and things like that, but that 
pool by itself I don't think could be successfully 
attacked as being disadvantageous to one or the other. 
Mind you, I would not want to go so far as to say 
that you could take a hair line right down and say 
that it is exactly this and exactly that, but it is 
beneficial to both companies. 

Q. And consequently the complaints which are 
brought generally are merely prejudice? 

A. I think they are largely prejudice. Of 
course when you get hold of such a nice thing as a pool 
of that size with such an economy, you naturally feel 
perhaps it should be extended. There might be 


views on that, but so far as the pool itself is 


NOT2 som mats Hye ec wbder t ite ba 


SLTISeL astheaed off apde obi. ii wohinn xabooss 


: ™“ P 2: - a Me 
S078 OLE foe! arthenay ent Jede Yo doum wood cae «tore & 


a 
: ; - = ~~ = , a 7 
So vedi inmed 2 2o wedrlads gow Sud .2F OceNakas = 


i a} 
i - v 
PHP ROGET SEW TL bas \yatloog adr iovead 


i; Sani iw eIivesy ari? fotaw.. 


‘ £ y > a | i“ 7 - 
et. eo ms TF a ee © roan = i Cy FC Oe we 9 oe x ¥ ok 
bongs Gabe 2 GIIGRS oy ee we slg Bes oa Socks 


et 


elds geddorg log 
‘<Q toec sit to seeks tar welt yode oben wood 


peee i, filmed ted3 Fo com lad? 


; ¢ - nf PS ams g 4 r #% nae : Weis Oy il at P - - 
ies SN PES SLSR RE wis | ayer oS WORE CF SoaSsbies 
ne 
(hen lige ye pee, raf Bie 2 ; oe — 
Wa SOS OO oye: Site gee Pb . OOPS Ls o9t 2b goy— 
: es, rn P eb Ye? ws PT ee : : ° 
POS: MW OS OOO USA... oogebtwe Asiiaesadva  ° 
E ae \ ap, 7 ee = r, A 
5 NE SES OE SOSGRS Blow gov sod SOL byt org 
, 
SHER TREE Ld TL emer Baloo Goat Panty etitt- ee cE 
} 
_ " : v Es 
Miter 2 iia VRE e GIS seo esos foal e Ul ESSy oe \ 
oe ee £ as ae > we a Bee i ae ce te r “ “ ; , 
Ase 2 ads u ee a Bi bie 20s 638 © i eg 2 | i, aes Paes OW et 3h a5 7 > 
ts my & bin) tee ae oye sf few aye i ee = Pat i 
ota, Qs. af hte REVAL OS Oe Of Shane et Ryd 
tx i x e baie a , z P oe ; . wih 
ty ca Pe Lota nee KOM Ad et Ee RAS GEMM oor sO MOLT DID - 
: 
oy ieee = Siem eg sd ee Pere few chai hf ere ae! Ss ‘ 
ETRE ARE Ge Pip arte Ther SETS SA histone ne So eanw 
e) 
fr 4 nf ep: nip i 7 > oi 
Raediae Ame MIG . MASOO BALST Ft eob 7 F LORIE YY. Lo nei! 
if 
ie dy od otk ¥ a = - * 6 me = : 5 bed bec ie 
PA HD pF ae a2, 3 me se GEV OSBER Raigd es PIAO RSIS 
} : Ri pee ee 1g se ia te ae ae % 7 a ie 
cn P Oe RES ose Vo Ow Sor falarow, 7 MOVs BE | 
Soe OMS EGP PASS SAEE shed «aie! Rego POY Soy 
™~ 
ss 2 we SS rag iy pol a Fe on ey. gs im ©, oe . fy ety ’ 
i vb es FeO. ye io i DS, raze, | “2S £3 ih “4 ERG & 
am i ne ot 
: Hor Caqnos tied ad Ls} 
» & , ™ ap 
1 ie Ca. aah Cea ES ef “AS NGip Seon Bak 
. 
eos hota ylowan gan wiikey ag tig 
Ee 4 os i “a > prey <p P 4 
oe es % f Ge a “Tl eres hoe & — is : \ rar Meteck? ® i 
2 ee A b wre. 
Yr Sm & oe Bina Satie BS ey « cal i es .£ 
_ Od OY : eA) SMS 8 i CONE. 20 DLom tay COL ane hs: 
R 


d a x C Me 8 4 4 Oe « Ree Cee gee ga a ee rig Se eute ; 


= 
Re 
sy 
jes 
. 
7 


ad ALvotse 


- 21230 - Mr. Fairweather cr.ex 


concerned, it was very carefully thought out to 
equalize the burden and advantage, and I honestly 
believe that it does that within a measurable degree. 
MR. O'DONNELL: I mignt say, Dr. Innis, that 
t heard Mr. Gordon say just 2 few days back that he 
intended to look into those pooling arrangements and it 


might be a time to review them. 


CROSS-EXAMINATION BY MR. BRAZIER:- 


Q. Mr. Fairweather, you have been a member of 
the C.N.R. section of the Joint Co-operative Committee 
Since the beginning, have you? 

A. Since its inception, yes. 

Q. Speaking of this passenger pooling, in both 
your brief and the C.P.R. brief, it shows the esti- 
mated annual joint saving as $972,000? 

Be SSE. 

Q. Have you any information as to whether or 
not that would be representative of the conditions 
today or not? 

A. I made a brief examination of the status 
of the pool, I would say about a year ago, and at 
that time it ws showing substantial economies of that 
order. 

Q. Of that order. You would think that that 
would be continued today? 

A. I think it would be continued today. Mind 
you, I don't want to discount the evidnece that Mr. 
Armstrong gave. During the war I doube very much 
4f there was any economy in the pool at all, because 


the trains were running in many sections, but whether 
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the fall off in traffic Since the war the economy has 
re-established itself. 

Q. And as that traffic falls off, if it does 
still further, you would expect the economy to be even 
more than it is at the present time? 

A. Yes, that is true. 

COMMISSIONER INNIS: Were there any losses 
as a result of the pooling arrangements? 

Ae Yes, we lost a little traffic. We had to figure 
on that. You mean during the war? 

Q. Yes. 

Be. On, O's 

Q@. There was no extra cost for example? 

A. No, there may have been a very slight economy 
there, because the pool trains between Montreal and 
Toronto were running over the superior double track 
of the Canadian National, and the pool trains between 
Montreal and Quebec were running over the superior 
track of the Canadian Pacific, so that I think there 
would be a slight residual economy anyway. 

Q. I am just wondering whether there would not 
have been if they had been separate? 

A. I don't think so. 

Q. Because every ounce of passenger equipment 
was being used to its utmost. Remember, you have all 
this business of re-shupfling and apportioning. 

| A. You mean the accounting? 

Q. Yes. 

A. That does not amount to very much, because 
we paid a great deal of attention to that matter, and 
we rather pride ourselves that we worked out a pooling 
arrangement that handles millions of dollars of expense 


and millions of dollars of revenue with very little 
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accounting expense, We have adopted expedients there 
that are quite remarkable really. It broke new ground 
as a matter of fact. That is the only pool that I 
know of that operates with such 2 small accounting 


cost. 
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MR. BRAZIER: 9. Do you know the term for 
Which that agreement is in effect? 

A. Continues from year to year, subject to cancella- 
tion, I think, at a year's notice, or something like 
that. 

Q- Would the Canadian National examine the situation 
each year? 

A. We would examine it and have examined it from 
time to time. Now, that might be at intervals of a 
few months, or it might be at intervals of a few years. 
During the war we did not bother to look etcit. 

Q. Nobody had time? 

A. It was obvious what the answer was, anyway. 

9. Now, one thing that rather Surprises me on the 
surface is the fact that the railways were able to to 
put into effect this pooling agreement so quickly after 
the passage of the Act. Part of the pool became ef- 
fective in 1933 and the rest in 1944, Could 
you tell me, were they just specific project in 
themselves at that time, or were they considered in 
relation to the pooling of all passenger traffic? 

A. No, they were specific projects, at that time, 
and we picked out deliberately the projects in which 
the least conflict of interest between the parties 
existed, so that we could get together as near as 
possible before having to go into the minute detail 
of discussion. 

Q. And at the same time, or that same period,you 
did study the question of pooling of all competitive 
passenger traffic. 

A. Well, later, yes, we did, and we never came to 
a conclusion on it. We studied many passenger train 
pooling arrangements specifically, and always we failed 


to reach agreement, although I don't know some of them, 


ons 


ane an, 
td eel be 173 1 The 
x Mana ew Tabs a oN 

We SP Dae isi eg 08 | a9} cia 


1 , 
7 | 
Ss 
i ea 
ee ty 4 > Oe a) 


eek 
“= erat te ene Bs 
es Pg WA at 


: . Bw, ae af 

C708%Se AF Bf dueyeeias Jedd 
ied sie Sag, Weng a a 

“S42 SSAGST OP PIPE tue ey nay. MOTT, ‘gous ignad 
arf nr yr eC 
SED 9 OLSON BESO 6. as santas z At t 
- > hs so } > 7 
: a : 7 if "ik . 

a 
Yo iat es oe aa 
=e EST SE Etta: OTe tie Lee D ant BENOW. s At = 
* ew * ere 


fr S9y Hose 


voy 


: 


¥ 


Lots Gal tii lab: 


- oa 
oe 
re 


Bes 


. 
— 


ah bit oe 


eee ee ee eee a 
A Jes ot BS EE Re aa owes i} ht { ard fis aid i me ee. Rs cb be ow . ry 


Pee ne 


He eer ee sakes comis 


ay 


pe cap age Sete. Sob ae 
ae Ue ; ba Re ae SESS Se - 


ye ere 4 rane meg aes % { SP any G2, 3 8: Set a ety tea vt ;t0 3 podinest we? 
3 is yee Boca wt 
. ba . . ae ste OF “CO 
PLP Ss PROD OE TOI OE bi St lal lal ) gare ahe 
a) Fe Ratios , ite = Eas hy eee 
Py -s! ris 
* oath Di, whedon a” 


> 
outs Sey abe =: 


re . e bas 
>. ae 
is pas . a car tad SE Pon oe ote ra 3 ee OA Tay. Shaenaul ma oA 
# = ae hoes ce ‘He vee i 
A a - Ne =< tin as 
any aie) ves mp exe: rs . N 7 
’ “SSPE tii ee fe <2Z SOT ee ee. LAN ge oh ty ee Tn “ 
} t a ~ oP es ni | ERAS Ne ee ane 2 es ; a ee wae Lag Pre ¢ Worl . nn 
ee 1. gales Sort ieee 
ENT oy We. ones Sse 2 <7 47.79 op f Pe ee [<tr ce od 
wo Res A as i er! re yi Eire ag Pe) | J ae eet. v QE u ay. Br ‘S06 i he aivas 
< BS a a eS Peg: : po wr 
. “ Pi a Pa r mses 
Bees ts x sof ee ts ont 
os oy Te * ; Pals “ 


seal is, aie eee as Akan eo wees - a * 

ARP nb ft ON Be nd OES SE ae £ Gog ela. ¢ -. 1: ‘baat tog. 
fase! re : ia Sais 
rt O65. 9G" OFE 2a. S269. «toe it 10. oara4. end 


vie 


Ly 
in to ‘ » a 
an oe Petes R . ~<a 
F 


Niger Saget whee  t. oi Cot eat CETL Qos ced id Yoel, O11 oA 
ics 3 rae Eogs Ma tot oae a S >} $ 


Pa ern LHe Et . ot 1 ; \ 
SUaRS + eeeh mb deen oid bre ete 79 ‘at viene 
oS ds F _ if = aa ee re 
wet ee or 2 ~g f Mk 7 . aioe ie pe avi he 
Be ON PE SN St Dae Wl, wes Be ry Ww oe om (Lee wor r 
PEt a eat : te jan ern 
; : ty < as 
$s. OMS ee Yeats: whe! vi. -D) At. + el, of " govion eel 
oe e's * aa * i LS ay ch 
ease 7 ae, ee ; | aad Sin — 
Be ESS MTs MARES Ga. TQ. at Aion stg ov nots she. 


Uk 


* Re 4 
Sep E pie (an Pe Ue oe a ., aa Te 
PACE CRG OS COPED ute eh oGay wiht fe o $0 betolq ew Has 
Piss Nn ee eee ae eee Ss 


eslIeeg Oe dobert ag ey LO #2 ebtiaoo tases oda 
So TRON Ge genteged goy HINeP FY Ree or «beak 
Sod stamige eae 95 rk OS Qe Bose erated states 
adel 

ve 


r £259) ie a HZeies 
se itr. Sbeey" & pie TG Ge AS ee ¢ i : » 
OY RB NGS Sait sure suse ep 3s SMA 6; 


. 
ee do ae 


SE Rhsguo Abe ip BS ong to MOSTAR ea 


Ta eS 


rus be te? 
ous S 2 4 


wae one ue. a nes Be La ; 
Y SHR OURSY EN JOM EERE ob bb aw ie 


“i Dstt cata ete: a ae 


Mr .Pairweather,cr.ex. 
- 21231 -6 
but I remember there was a substantial economy. Then 
we were in the process of taking a fresh look at the 
whole picture from the standpoint of a nation-wide 
pooling of passenger services when the war broke out 
and interrupted everything. 

YQ. And those that were shelved at that time, are 
they back now, receiving further study? 

A. They are not at the moment under study, for the 
Simple reason that other more important things have inter- 
vened, such as appearances before this Commission. 

Q. And rate cases too? 


A. Yes. 
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2. Now, you say that there were other specific 
passenger operations which were examined and which showed 
on the surface or on paper substantial savings? 

A. That is right. 

Q. What would be the reason, the principal reason, 
they were not adopted when that was--- 

Bs “Mellott te..6 long while ago now, but anyone who 
wants to get a pretty good exposure of Lend to 8. 611. laid 

committee 
out in the Senate/investigation. I would not want to 
repeat the evidence here, because I am not sure that I 
would remember it all. 

.. There were different reasons for each project? 

hey cOh, yes. 

9. There was not any lack of co-operation of one 
party or the other? 

A. There was not any lack of Study. 

Q. On page 160 of the C.N.R. brief you deal with 
projects which have received study. As to one or two I 
want to know if you are continuing study at this time, or 
if it is your intention to continue. The second one 
listed on that page is the pooling of train and boat 
service of the Okanagan Valley. 

A. Actually there is nothing at the moment that is 
under joint study, for the reasons I have stated. 

9. We can, then, say that this joint co-operative 
committee is not funa@tioning at the present time? 

A. As far as the Canadian National is concerned, all 
that we have done isg we have canvassed our local officers 
on the regions -- that is, the senior officers on the 
regions -- as to wha’t matters they thought might receive 
Study, and we have received a sufficient number of replies 
to indicate that there are items that are well worth study. 
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pose to go into those matters, and also to clean up the 
Sheet of unfinished business. 

2. Now, there are two other items there that I want 
to ask you about, to see if you can advise us in regard to 
them. One is the C.N.R..and CPR. telegraph companies, 
consolidation of commercial telegraph companies. Was that 
study proceeded with to any degree at the time? 

A. Oh, yes, that went a very considerable distance. 
It actually went to the point of introducing enabling 
legislation, and that enabling legislation was withdrawn, 
as I recall it. A very compeete Study was made of the 
matter. 

Q. And was it found that it possibly would lead to 
economies: 

A. There is no doubt that on paper you would get 
Substantial economies. 

COMMISSIONER INNIS: 9. Why was it withdrawn? 

A. Well, I think part of it was, sir, that there was 
such a public opposition to it. The public had a very 
lively appreciation of the value of competition. 

MR BRAZIER: Q. Was there specific opposition 
from outside parties to the legislation when it was intro- 
duced? 

A. Well, remember, now, I am speaking very generally 
and from memory. It is my recollection that there was a 
very considerable body of public opinion opposed to the 
idea. 

Q. How long ago was that, Mr. Fairweather 

A. Oh, it was before the war. 

Q. During the depression years, was it: 


A. It was sometime in the thirties, I do not know just 


when. 


The two telegraph companies did adopt some joint 
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economies, though, did they not? 
wee On, ves. 

a. Advertising ana things of that nature? 

A. Oh, yes, and go have the railways too. Every once 
in a while we fing it possible to effect an economy by one 
means or another, and it is proceeded with, that economy is 
proceeded with. Little by little they ada up to a fairly 
Substantial amount, and they are not included in this 
$1,189,000. 

Q. Would the situation be about the same for the next 
item on that list, the express companies, consolidation of 
the express departments? 

A. Well, the consolidation of the express departments 
was studied too, and there we got into a difference in 
policy between the two Systems. The Canadian Paoifie, ‘as 
t understand, uses the express department to some extent to 
meet highway competition in freight service; the Canadian 
National does not. That made it a bit difficult to deal 
with the matter. Then there was the over-all consideration 
also as to the public interest involved, and whether the 
economies that you got on paper would really be economies 
when you--- 

Q. There were not the obvious economies, I presume, 
there that there was in the telegraph? 

A. On paper there would be a fairly substantial 
economy, but the working of it out was a very Oifficulit 
problem. 

Q. Now, just one last subject I have to ask you about, 
Mr. Fairweather. You heard my discussion this morning with 
Mr. Armstrong regarding your position in the city of Vancouver, 
the port of Vancouver? 

As s¥es.. 
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that you personally are not in favour of Joint terminals 
if they can be avoided; is thatwcorrectly stating your own 
Opinion? 

A. Well, now, that needs a little clarification. We 
have joint terminal Operations at many points, some of them 
under the co-operative arrangement and some of them worked 
out long before co-operation. What I was referring to was 
the idea that you could create a terminal company which 
would receive-“the traffic from the road haul companies 
and do all of the terminal operations. That sort of ar- 
rangement I do not think to be very practicable. It has 
been discussed many times in the United States as applied 
to large cities there, and the idea has always failed to 
Carry Conv let on. 

Q. What other method is there of dealing with the 
situation? 

A. What situation? 

Q. Of providing joint operation at a terminal such as 
that? 

A. Well, where there is a joint interest I think 
that the common sense of the railways may be used. Now, 
for instance, in Montreal we have an area in a highly 
industrialized section of the city, where each railway has 
rights to go in over that piece of track and serve industry. 

If we each tried to send our switch engines in there it 
would be confusion confounded, so we make an arrangement 
and we say, now, one company will do the switching in that 
particular territory. 

Then we have another territory which is somewhat 
Similar, and we look into the situation there and we say, 
well, the Canadian National is doing the switching in zone 
A, the Canadian Pacific will do the switching in zone B and 


render an accounting for same, so that by that means the 
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Shippers and receivers get better service and we get more 
economical operation. But that is vastly different from 
creating a terminal company into which all the traffic is 
poured like you woulda pour water into a jug and then it is 
poured out again, and in which the railways as such lose 
all interest in the identity of their traffic. 
2. That 1s the main feature that you are opposed to 
having in a joint company? 
A. Well, using the term "opposed" is perhaps not 
quite correct. 
9. Well, which you look on with disfavour, then 
Aa a Have grave doubts about it. I do not believe 
that the end result justifies setting up the machinery, 
because to set up such a terminal company you have got to 
set up a management Organization, it is out of contact 
with the people that it ig Serving, and the railways then 
are in the position that they are sort of left up in the 
air and you have got a hiatus, and the terminal company's 
interests are going naturally to turn on their particular 
point of view, but the railways' interests will be from the 
point of view of the entire SyStem, and it often pays a 
railway to put up with expensive terminal operation, because 
they can do a much better job in the rest of their system. 
Now, the terminal company segregated and off by itself is 
not in that position. You take even down in Toronto, where 
the railways have a very fine arrangement for a union ter- 
minal; each company has its own facilities for handling its 
own traffic. We did not trust it to a terminal company, 
because we wanted to have complete control, and if we did 
not have complete control it would show up in inefficiency, 
lost time and thimgs like thaat. Consequently, you go down 
to Toronto and yow find a cogch yard C.N. and a coach yard 


C.P., and I think it is efficient. I do not think it would 
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be desirable to have one Joint coach yard. 
Q. Do you think that the same sort of plan could 
be worked out at Vancouver? 


A. Which? 


Q. The same sort of plan as you have in Toronto? 

A. Well, of course, in Vancouver the Canadian 
National passenger service is not of very great order. We 
have only got a couple of trains a day, and we very 
seriously looked at the possibility of taking those trains 
into the Canadian Pacific Station. It turned out that it 
was not feasible. As I recall it -- it is a long while ago 
now -~- by the time we put the additional capital in 
additional facilities to enable it to be done, you did not 
have any net economy. The Canadian Pacific coach yard, as 
I recall it, was too small to handle our business, and so 


we had to be content to stay where we were. 


_—— ee ee ee 


MR BRAZIER; Q. Just one or two more questions. 
Is it a fact, Mr. Fairweather, that, due to the fact that 
the C.P.R. was first into Vancouver, and thereby gained the 
right of way along the shore line both in Burrard Inlet and 
the north bank of the Fraser River, the Canadian National 
has a difficult terminal problem in V ncouver? 

A. Well, I cam say this, that the Canadian Pacific 
had a most fortunat.e opportunity, being first in the field, 
and when the Canadian Northern Railway came along they had 
a rather difficult situation to face. They solved it, to 
my way of thinking, rather well; that is, they did not 
squander money im trying to force a very expensive entrance 
into Vancouver. They took running rights over the Great 


Northern, running rights over the bridge across the Fraser 
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River, and they established their main yard out at Port 
Mann, and they established a local yard in the False Creek 
area. 

2. You still have difficulty in delivering your 
freight to the waterfront itself? 

A. No, I would not say we have difficulty. We reach 
the waterfront through an interchange with the National 
Harbour Board, which in turn nga /atene rights agreement 
over the Great Northern. Then when they do reach the 
waterfront some of the industries and wharves on the water- 
Front are served by the Harbour Commission Railway and 
some are served by the C.P. If the traffic is destined to 
acC.P. facility it is handed over by the National Harbour 
Board Railway to the Canadian Pacific for final delivery. 

oO. I am instructed, Mr. Fairweather, that there are 
times when certain freight has to be handled by four 
railways there, the fourth being the B. C. Electric? 

A. Well, that is conceivable; the B. C. Electric 
might be in the picture. 

QQ, Would you say the Canadian National is satisfied 
with its situation in Vancouver? 

A. Well, the Canadian National is never satisfied 
with any situation, but we make the best of the circum- 
stances as they are. The Vancouver situation is one that 
has engaged attention for many years, and I hope that--- 

THE CHAIRMAN: Q. Well, is there any case there 
of a lack of willingness by the Canadian National and the 
Canadian Pacific tio co-operate? -- because that is the 
statute we are dealing with. 

A. Well, the interchange arrangements are all 
standard. Now, I do not think that the Canadian National 
has ever applied to the Canadian Pacific for running rights 


in the Vancouver area that would allow us to handle our 
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traffic with our own engines to points on Canadian Pacific 
trackage, but there is an interchange arrangement, and 
under that interchange arrangement traffic moves. In the 
terminal area at V ncouver you have the Canadian Pacific, 
the Canadian National, the B. Cc. Electric, the Great 
Northern, the Harbour Commissioners Railways and the 
Pacific Great Eastern; they are all Operating in that 
terminal area. They operate under a set of interchange 


arrangements that have been worked out over the years. 


THE CHAIRMAN: Are you trying to show a lack of 
co-operation under the statute? 

MR BRAZIER: As I pointed out this morning, my 
lovd., these matters are things that for an outsider to 
pass any judgment on is almost impossible, because the 
facts and the possible economies are So much within the 
knowledge of the railways and not anyone else. This pro- 
ject has been suggested in Vancouver from time to time, 
principally by the late Senator McGeer, as one method 
whereby the railways could effect some economies. 

THE CHAIRMAN: Now, if these two railways could 
effect economies by doing something, why don't they do it? 

MR BRAZIER: That I am just trying to explore and 
find out if there was any--- 

THE CHAIRMAN: 9. Is it a fact that in your 
Opinion they could effect economies by getting together? 

+ Just refer to the two railways--- 
A. The Canadian National and C:nadian Pacific Rail- 
ways? 
a. That te it. 
A. If they made a joint terminal in--- 


Q. Is there; anything they dould do there which would 


effect economy? 


A. The maetter was studied to some extent and, as I 


: : : ‘¢ 
vas io a 1b vee 


| = RS oe ett sere iT rh 


| ET 6 Van | aa 
eXtioet meokheercD me atares “ oieh ee tHe ath i 
Betis 


i tos gerns opnetereday me ail Seeded gud, (SRK Leer 
ant cl .eewod Mi YTor> Saegonde tie spendons tel ey 
cBET LSet ge hase) oA o-ort sey Seems Vv dd Hors fortesst 


Teas wt ,c Misoole oF ee aa  oisaeizet is BB iene ott 


7 


Say Oe Evewh sk seo es beret) Sere sie oor otro of 
* A 


‘eat m* giktaroga Ike wie yom gwrétaat trace oftroed 


oe 


Same tos Soak to Tor s saber qhersde yor?  vsets Lentneee 


‘OES on Teva tao EetiGw moot oval Shit athemegr ares 


foel s. wade oF Ser Pye core area. SMAMABIAHS BRP ae . 
Caturoke otf tahag a6 favege- Of | 

Sy Tati atid me ool ate eats sae eretdom onend Bae 
iio Feomie aly om Febipbet, ecb Ett? @ 
Phe Booger oe ett eo less 5 isineeg oft Dea APS} 
"Ie ai! .vele googie Bow Gee event isd ade ta ot ey MOH 
aU? Ot ph? sot qoteetey of Sateegten geed me ” Pat; 
ele. one Ce tes Som feteds®: saat ond td viteqicatag aq 


rw : 1a ys at Oe Uk a on oy qa yes ae of i a i i PG | a 7 
, Boe CCS ENT GS IPSes lo Lanse OWewLret sory Vtovstiy 


‘ ’ ; “ 
: } ay, = > Ta * at os f * he, , a 4 a Mey » sf er 
ant 
» coe ae - eye, -< bs 
en Gi gi waren gnome ad Bey hionoes Pek iee. 


ik GLak OF geist teu get eae ee cae | i a 
ro Bow eters Th Soe, Baye 


> 


. © a 
per ee $ a _ Fs + eee Aare AI aries & ( 
old ee PL aE eR Re mh 


A> « erg! Th : a Par : 4 Perens ¥ FVoE ES Hives ~ aig arte eotes gor” 
eae ace oy: Loy f fi Sha | Saget ssid ot wi oF idl aa ¥. mes 


ry 
- 
Ree 
es 
wh 
tea 
oa 
te 
w 
a 
ee 
es: 
oy 
‘i 
ta 
ote 
*/ 
oye 
= 
~ef 


a Ost feats ay” 7 ms i 
ry re 


| Fe 
et, at ee 

--ut Soatecete tatot + ba yee tT me 

Une aed 

Cit rie wye te ob bissots van? seieichee at € a 


ia 


idonee . nal 


we 


é* * 


i Sf cht Tein sme oi) botkwoe 


| on 
rere te a ‘ 


-21240- Mr. Fairweather, cr-ex. 


recall it, the conclusion 2rrived at was that you would 
have to spend a lot of capital before you could--- 

Q. That would be positive capital this time? 

A. Yes, this would be positive capital -- to make 
joint operation feasible. You see, the Canadian National 
comes into this area from Port Mtnn and New Westminster 
and approaches the whole of the Vancouver Terminal from 
the south side. The Canadian Pacific approaches the 
terminal from the north Side of the Fraser, and their 
main facilities are down along Burrard Inlet, and it is a 
complicated problem. There is no easy connection between 
the Canadian Pacifie and the Canadian National main lines, 
and you would have to G0 away back to -- where is the 
first bridge over the Fraser? Mission, you would have to 
gO back to Mission and bring the Canadian National in to 
the north side of the river and come in on that Side, the 
north side, if you desired to use the Canadian Pacific 
terminal facilities as the main hub. Well, if you poured 
our traffic on top of the Canadian Pscific traffic through 
on that line and in their terminals you would have a 
bottleneck right then and there, and you would have to 
enlarge your facilities very greatly. Moreover, the 
Canadian Pasific line from the head of Burrard Inlet down 
to their terminal facilities hugs under the side of the 
cliff. It would be very expensive to enlarge it, and I do 
not think it has got capacity to handle the joint business, 
so it is not an easy problem, sir, by any manner of means. 
Speaking for the Canadian National, we certainly intend to 
bend every endeavour to keep our terminal facilities 
adjusted to the needs of 2 growing Vancouver, but I would 
not say, sir, that you could make a case for large economies 
large joint terminal venture as has been sug- 
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COMMISSIONER INNIS: 4. Still, the expenditure 
of a large amount of capital might bring economies? 

he eB; DUE, you See, Sir, the expenditure of a 
Similar amount of capital by the two companies independent- 
ly would also produce economies, and that is the trouble. 
When you take a look at what is the best in the light of 
all the circumstances, it is none too clear. 

THE CHAIRMAN: All right, Mr. Brazier. 

MR BRAZIER: 9. Just one last question, Mr. Fair- 
weather. In your approach to these co-oparative projects 
Mave you felt 1t important that the competitive position of 
each railway be maintained? 

A. Well, of course, in a good many of these co- 
Operative ventures you put an end to competition to the 
extent that you co-operate; there is no doubt about that. 
If one line pulls out of a territory and abandons it to 
another, then there is no thought of any continuing com- 
petition in that particular field except this broad market 
competition that I spoke of earlier; and when you pool a 
Substantial section of your revenues, then you also to that 
extent must take a realistic attitude and acknowledge that 
there has been some reduction in competition. As I see it, 
the test is this -- whether the competition is truly 
wasteful, and there a very large element of judgment must 
enter the picture. It is easy enough to define the 
extremes. For instance, I think everybody would admit that 
when you have a service like the passenger service, which 
just barely carries itself, if it succeeds in doing that, 
end if the two railways strive for competitive advantage 
in a field like this, it is very difficult, to my way of 
thinking, to call that anything except wasteful. 

THE CHAIRMAN: Q. Didn't we have an instance the 


other day of what Mr. Brazier is speaking of? We were told 
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that in a certain locality the Canadian National might 
well abandon a line, but they are Waiting till the C.P.R. 
can make a similar sacrifice in another locality before 
the two abandonments become effective. 

A. Do you think that would be wasteful, sir? 

Q. No, I do not Say that. I am just saying, doesn't 
that illustrate the fact that there is an attempt to 
balance up these and therefore keep your general competi- 
tion in mind? 

A. Well, of course, that is undoubtedly true in that 
sense. 

THE CHAIRMAN: What is that case again? 

MR O'DONNELL: Bala. 

THE WITNESS: It is from Bala to Wanup. 

THE CHAIRMAN: ©. Well, the case is about as I 
Have put it,.is it not? ‘You are waiting there until the 
other railway can find a similar abandonment to make some- 
place before your abandonment becomes effective? 

A. Well, in that particular case, sir--- 

THE CHAIRMAN; Isn't that what we were talking 
about, Mr. O'Donnell? 

MR O'DONNELL: That is the case on page 135, but 
I think Mr. Fairweather has some views on that, possibly. 

THE CHAIRMAN: The thought crossed my mind that 
it was an example of what Mr. Brazier is talking about. 

MR O'DONNELL: Yes, my lord. 

THE CHAIRMAN: Of a desire of each railway to 
remain in a position towards the other which would not be 
disadvantageous. You say page 135 of your brief? 

MR O'DONNELL: No, the C.P.R. brief, my lord. It 
is the sixth case on the page, Bala Park-Wanup, Ontario. 


MR BRA.ZIER: It is the abandonment of 141.2 miles 
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THE CHAIRMAN: I understood the other day that 
the Canadian National could abandon 141.2 miles of line, 
each company using remaining line in territory jointly, 
but this is held up because the C.P.R. has not yet found 
@ place to make a similar abandonment. 

THE WITNESS: That particular Line, sir,y will 
never be abandoned. 

THE CHAIRMAN: Q. Your line? 

A. No. We examined this situation during the 
depression--- 

%. Peordon me; I did not give you the whole quotation. 
It was held up before the war? 

Die LYSR. 

Q. And then the war removed the necessity for the 
abandonment or increased the traffic? 

A. Well, no. It demonstrated the vital importance 
of that line as a strategic line, so that under no con- 
ceivable circumstances would that line be abandoned. 

Q. So then the idea of abandoning it has now been 
abandoned? 

A. Oh, yes. That line will never be abandoned, sir. 

Q. I see it is under a heading here which says 
"Projects Recommended but not proceeded with." It is 
altogether out now? 

A. Well, that is the technical position, but certainly 

in the review of co-operative matters that line will 
be taken out and acknowledged as being a vital part of 
Cenada's railway needs under a state of emergency. I do 
not know what would have happened to this country if that 
line had been abandoned during the war. 

MR O'DONNELL: The situattion has changed since 
that recommendation was made; that is your point. 


THE CHAIRMAN: Q. Anyhow, the situation as it 
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existed before the war did illustrate the fact that the 
two companies are anxious to see that any sacrifice made by 
the One is balanced by a similar Sacrifice made by the 
other? 

A. That is quite true, because, as I said, your 
organization with which you operate the property is a 
living, a vital thing, and if you kick it around too much 
you lose more than you gain. 

MR BRAZIER: 9. And that same principle would 
apply today if there were abandonments of the C.N.R. 
which were considered proper under the Act; you would wait 
Movi lathe: G.P.R..found a-=- 

or Seecoanot. think necessari 1y,. NOws kn think. 4h 148 
one of those managerial problems that would have to receive 
consideration. Certainly it would be a desirable thing, 
but I would not go so far as to--- 

%. You mean desirable to wait until the C.P.R. had a 
Similar--- 

A. It would be desirable to try and find some 
matching illustration on the other Side, but if the economy 
was substantial and the need was great enough, well, the 
managerial difficulties in making a unilateral abandonment 
would be set aside and the abandonment would be proceeded 


with. 


Q. You. speak of managerial difficulties of making a 


wv 


unilateral abandonment; what are those difficulties, Mr. 
Fairweather? 
A. Well, if you were managing even a small section of 


the pr@perty you would very soon find out what they were. 


I spo’ke of esprit de corps. Now, how can you maintain 
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inimical to the interests of the company for which they are 
working, to Say nothing of the fact that it affects them 
personally? 

%. Would you Say, then, that the senior management 
of the railway would give greater consideration to their 
claims for remaining an Operating part of the railway 
rather than the over-all picture? 

A. No, I did not Say that. I said it is a matter 
which might very properly receive managerial consideration, 
but you would have to balance it up, and if the economy was 
Small and the damage to the morale was large, then you 
would say the game is not worth the candle. On the other 
hand, if the economy was large and the damage to morale 
was estimated as relatively insignificant, you would say, 
go ahead with the abandonment. 

9. Well, those are the factors which you mention as 
managerial difficulties, do you? 

A. Yes. 

9. In making the abandonment? 

A. Yes. 

Q. Thank you, Mr. Fairweather. 


vy 


EXAMINED BY MR COVERT: 

Q. Mr. Fairweather, do you think that the railways 
have done a good job under this C.N.-C.P. Act? 

A. Well, they have done a fairly successful job so far 
as they went under the circumstances as they existed. I am 
not saying that it might not have been bigger at all; it 


might have been larger. 
Q You think that perhaps there might have been more 


Economies effected'? 


A. Well, I heave said that I believe that there are 


Opportunities for oco-operative economies beyond those that 
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are now in effect. 


Q. If the war had not intervened, and if all your 
problems had not arisen, the post-war problems, you 
perhaps would have effected further economies? 

A. I think that would be a logical assumption. 

9. What I wanted to find out was, prior to the 
advent of the war -- which I think everybody perhaps will 
accept was a reason for the ceasing of these co-operative 
measures -- prior to the advent of the war, do you think 
that the railways did a good job under the Act? 

A. Well, 1t is 4 long, long while now, and my views 
are to be found in extenso in the Senate investigation. 
Frankly, I do not feel that I can add anything to that 
evidence, nor can I repeat that evidence in detail now. 

2. I did not want you to do that; but you think you 
cannot answer that easily? You would have to refresh your 
memory to find out whether they had done a good job prior 
to the war? 

A. All I can say is that what we accomplished is 
recorded in the Senate investigation, and it 1s recorded 
in the reports of the Canadian National Railway, and the 
senate at least had an opinion about it in their report, 
which was read here. 

THE CHAIRMAN: Well, that was a long time ago. 

THE WITNESS: That was a long time ago. 

THE CHAIRMAN: 9. Has there been no Senate or 
other Parliamentary examination made since then? 

A. .NO,“sifr,; not sinee then: 

MR COVERT: 9. I think back in 1932, Mr. F.ir- 
weather, you felt that savings up to as high as $30 million 
could be made? 

A. Well, of course, that needs a qualification. What 


that $30 million referred to were economies that would be 
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possible if you were prepared to do the sort of things 
that were contemplated in a parliamentary proposal of 
unification. 

Q. I see. 

Ae TRat Veer you wish to sit down with a pencil 
and paper and figure out all the things that are theoretic- 
ally possible, assuming, as I said at that time, that you 
have a docile public and a helpless and docile staff of 
employees, you can do all sorts of things on paper, but 
when you translate them into reality Something else 
happens. The $30 million has to be viewed as against a 
background of a purely theoretical picture of what might 


be under some set of premises. 


THE CHAIRMAN: 9. Well, in the theory in question 
was this $30 million a yearly figure? 

Ae (Oh, yes; but I say again, Sir, it has to be viewed 
against a set of premises that were designed to encompass 
an estimate I think of $70 million a year. 

Q. Did that arise out of the proposed unification? 

A. It was all part and parcel of the argument at that 
time, sir, yes. 

MR COVERT: Q. You see, we are called upon to 
report what has been done and whether or not any amendment 
Should be made. Now--- 

THE CHAIRMAN: Pardon me, Mr. Covert, right there. 

Q. Was that Act in fact in force at that time 

MR COVERT: No; that Act was a result of the Duff 
Report. I am referring to the ewidence which Mr. Fair- 
weather gave to the Duff Commiss‘ion. 

MR O'DONNELL: The Senate Committee was a lot 
lower estimate than that, in 1938. 

MR COVERT: Q. What I wanted to find out, Mr. 


Fairweather, was if ywe could obtain your view as to whether 
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or not there had been real co-operation between the two 
railways, and whether opr not in your view they had done 
what could be expected to be done? 

A. Well, I can only repeat what I have already said. 

Q- You cannot answer me Yes or No on that? 

A. I would prefer 9 fs hae 

Q. The Canadian Pacific have intimated that they 
have a survey under Way now; has the Canadian National a 
Similar survey? 

A. We have a Survey under way. 

THE CHAIRMAN: Q. Is it a joint survey’ 

A. No, sir; this is a Survey by the senior regional 
officers of the Canadian National as to what prospects 
they see of further Joint co-operative economies. 

%. And the C.P.R. are doing the same thing. 

MR O'DONNELL: That is what they say. 

THE WITNESS: With that information, together with 
the headquarters point of view, we would guide our approach 
to the general study of co-operative measures. 

MR COVERT: Q. You say that you think substantial 
economies are still possible in the future. I wondered 
if you had any particular examples in mind, of which you 
could just give us a few? 

A, Well, I already mentioned this manifesting of 
freight to save excessive haul. I think that is one. Z 
think that there may be opportunities to do something with 
passenger train pooling, and I think that--- 

THE CHAIRMAN: Q. Did you say excessive hauls? 

A. Excessive haul, h-a-u-l. A very good illustration 
is that the Canadian National distance from Edmonton to 
Vancouver is less than the Canadian Pacific distance from 


Edmonton to Vancouver, and the Canadian National distance 


from Calgary to W ncouver is greater than the C nadian 
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Pacific distance from Calgary to Vancouver. Now--- 

9. Is that because you go back from Calgary to : 
Edmonton and then West: 

A. Yes. We use different passes through the 
mountains. Now, it should be possible to work out some 
arrangement where we would each make our route available 
to the other where it was economical. Then, as I say, 
passenger train pooling in my opinion is well worth study. 
There are some line abandonments that should be looked into 
and reviewed, and I think when we go over it with a fine- 
tooth comb we will find a fairly substanti98l amount of 
economy. 

Q. Now, Mr. Foirweather, those things would take 
considerable study? 

A. Oh, yes. 

Q. And perhaps quite a long while to bring about? 

A. Certainly it is not something done over night. 

THE CHAIRMAN: Q. Those are the things, some of 
the things, that you are studying now? 

A. That we propose to study, sir. We are not studying 
anything at the @oment. 

MR COVERT: 9. What I wanted to find out was 
whether or not you thought it was feasible under those 
circumstances that these matters should be brought before 
the Board of Transport Commissioners in a freight rate case 
to determine whether or not you had effected all the 
economies that you should before they could grant a freight 
rate increase? 

A, Well, I really do not know. I would hope that the 
railway will accomplish many economies, or as much economy 
as is reasonable, all things considered, under the provisions 


of the Canadian Nationa -Cenadian Pacific Act. Now, if they 


do not, well, I thimk that certainly the situation might be 
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examined into. Whether it should be examined into as part 
of a rate case, I cannot quite see why it should, in a 
particular rate case. TI see it as part of the broad 
problem of dealing with the railways of the country. It is 
one of the managerial problems, and as such it should 
receive attention. It is by no means the biggest. The 
biggest thing that there is in the country is this highway 


competition that I have been mentioning. 


(Page 21257 follows) 
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Q. Now, Mr, Fairweather, what I really wanted 
to find out in that connection was whether or not you 
Say that the managerial functions involved are such; 

I wanted to find out if in your opinion assessments 
of these matters could be made quickly by people 
other than railway employees? 

A. That was why I was hesitating, because it 
is bad enough inside the railway where one party knows 
all the facts with regard to his own railway and has 
some knowledge or is able to appreciate the situation 
on the other railway; but if you took somebody from out- 
Side and tried to look at the matter it would take 
Several years before they could have such a body of 
information with regard to the railways that they could 
make an intelligent study. It is not an easy job 
by any manner of means. 

Q. Now, Mr. Fairweather, supposing you had the 
onus upon you of coming before the Board of Transport 
Commissioners and saying:- "Well, now, the Canadian 
National Railways have effected all the economies that 
they could through co-operation under the C.N.- C.P. 
Act", and you were asked to show that, would it be a 
practical thing for you to do? 

A. To show what we had accomplished and what 
studies we had made? 

Q. What you had accomplished and whether you had 
done all you could do. 

A. Well, I wouldn't think that would be a very 
onerous job. 

Q. It would not? 
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Q. To show both what you had done? 

A. If they would accept my authority. If they 
would not accept my authority, it might be a terrible 
thing. If they would accept my authority to say that 
this is what we have done, this is what we believe 
might be accomplished but it has not yet been accom- 
plished, why, that is fairly simple; but if they 
expressed differences of opinion with me and desired 
to study the thing, then it would take a long long while 
and I don't think these people would be competent to 
do it. I remember in one case we got into an awful 
snarl with a man who thought he knew as much about 
railway operation as he knew about coal mining, and he 
undertook to tell us how we should operate trains and 
he caused us a lot of trouble, because we had to be 
polite to him because he was a shipper. 

COMMISSIONER INNIS: Or more polite, you mean? 

A. Service with courtesy. 

MR, COVERT: Q. This is the last question 
I want to ask you. I suppose that what might seem 
to result in economy at one time, that the situation 
might rapidly change with the changang economy? 

A, Decidedly, that is possible. 

THE CHAIRMAN: Would you think it would be in 
the case of that Bala-Wanup line? 

A. That is an outstanding instance. 

Q. It would be a big case where there is one hundred 
and forty miles of line involved. 


A. It would have been nothing short of disaster 


if that line had been abandoned. 
MR. COVERT: Mr. Chairman, that is all I have. 


Mr. MacPherson tells me he would like to make a statement. 


ee ee a> 


Panes ed wow tod dtod y ont ot ‘ a 
,, yodd II .ycueeoriive wal Febous Sow veri co tak 
| elotinsd ¢ of tisie of wed brody: vm dgsooe fon btu an 
daddy wea on “yt iaotinn ym dagsen Givow sets AL vB ay oe 
| avelfod om Sure ab atds .ono® overt aw gadw ebook a : 


D 
i 


~MOo 28 mood Jey Fon acd 32 dud Satletionooes ad tduke 
| : | ee 
vos TL fab gsigmie ydetw® of tadd .yiw .fotekio — 


Yc ot Siw sokataga Yo sesnseeTEtD besesaqes 


f 7 
my t ri 


iit quoi grol e oled Bipow 9) aedd  eatdd ond Yous eos 


ae 
* JaAucugnes od filwewe sloos@ epadd Mekedt tee Pb has | 


we 
ulwe me otal’ ¢og ow eaew eno af vodaansea ¥ eS ae 
o i 
Man ge TH ot Itgvods og mam 2 diiw fannie 
seh Hien: : sig horton Lees Ae ere al es ace ef ae feks eg | ao Mewht Par 
ith axes oqo oavode we wot en Dey og ie 
; . a 
ae F its 7 
Gs Y ea roldercned 16 2oL g ex bsdyeo. off 
.tegyine « gay 2a eangedd Bie oF SI bias 
“es 
K rt f pte Pace pet. ae on w a ' eh ‘ ies 
SEO EPO eT EAE omer ER INE Bey MCD i 


s 


tas Goat iy “ eee - = a 
-URsteyos Ci iy ahiyve#ee oA Ah 


HOLS ROMe FURL of8 BS ate ,e. SPRaWON me nh 
toe Seale Fate Pode gece Lae ean OF Siew Tn 

MOL? che aft gadd Jomtd soo de xaengbe al Jinuesy oe 
Pym | * _ 


Midiatsde off iw euaedo ¢Lbland stigtor : _ 
-vidteaog 6f tode .weibebiesd 7 | | 
T blew $f Ams gop beset 2WaMNT Ady any - 

oath qwyepiteelet tanks Yo ee 5 

etedeet oniieedetos as 84 Sect os a 

we oe SF egede stole sean sid sod KEoow ot F iP3n 
. vhevdewal enti Youaséim wot 
$eceibh to Seote seedioe weed avek sine ae 


— ay 7 A 


ant 


vi ‘ 


FTP 


- 21259 - Mr. Fairweather 


COMMISSIONER INNIS: I would like to ask a 
few questions before Mr. MacPherson. This does not 
refer particularly to what you have been saying about 
C.N.-C.P. co-operation, but I think you made a suggestion 
at one point (in fact Dr. Angus referred to it) that there 
was a danger of the railways pressing themselves out of 
the market by higher rates? 

fs!) NOB s 

Q. How quickly could you determine whether that 
was happening? 

A. I think it would be very difficult to determine 
it with any degree of precision. The reason I ©: could 
not answer, I did say that owing to the warping that has 
taken place in the rate structure, there are costs being 
transferred to marginal producers, that is, transportation 
costs, which they would not have to bear when all that 
you were curing was the effect of inflation. You might 
infer that because his product went up, the value 
proportionate to the inflation, that therefore he could 
stend an increase in the rate. That would be true, but 
what is happening in this country and what is happening 
in the United States is something that is very much 
worse than that, that you have a situation where the 
tapered rate structure which was so essential to the 
development of this country is being warped, and it is 
because you have to meet the overall position and you 
cannot get your net revenues in the short haul and high 
valued field on account of highway competition; you 
necessarily have to load that on the marginal producer, 
ana that is the deadly part of this situation. Now, 
4t was because I knew that that process was going on that 


I felt there was danger of interfering with the ¢ productive 
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economy of the country. 

Q@. You have no indicators which ~~ would tell you 
with any sensitiveness whether the rates were too high 
or whether they were too low? 

A. No, no statistical indicators, sir; but I am, 
as I say, head of our development section and I therefore 
come in contact with new industry, and these new industles 
are almost invariably marginal producers, at least 
initially, and I know the difficulty we are having cin 
that regard. Freight rates as applied to these people 
are very very important, and when I see these freight 
rates loaded with the by-effect of this uneconomic 
situation, highway vs. railway, I get very much con- 
Cearnecd.. 

Q. One other minor point, and it arises out of 
your proposals about capital revision. With the 
present capital structure, the necessity of appearing 
before Parliament with regard to debts and so on, I 
presume you spend a great deal of the energy of the 
Canadian National towards sweetening the public or 
Parliament in order to get these estimates through? 

ae Foqon't think wetdey “Tethink there ile nerves 

Q. Perhaps it is not a fair question? 

A. It is a perfectly fair question, if such 
sweetening was golng on. 

Q. But it would not be your particular rield? 

A. Yes, it would be my field. I would have 
knowledge of that for years and years. I was the person 
who was the Chief Staff Officer at the R ailway C ommittee, 
and therefore I have knowledge of this situation. No, 


we never attempt to sweeten our appearance before 


Parliament. 
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Q. Dpn't you think you should? 

A. I don't know how we could. If you will give 
us our recapitalization I think we would sweeten the 
picture, 

Q. That is the point. Does the recapitalization 
mean chat you will no longer have to pay attention to 
public opinion which you must do now? 

A. No, I think actually our public relations are 
undoubtedly influenced adversely by our large deficit 
position. Now, that would be sweetened if we had a 
readjustment, but we do not make any attempt to con- 
dition Parliament to the acceptance of our dericit, 
if that is what you mean. 

THE CHAIRMAN: Now, Mr. MacPherson. 

MR... MacPHERSON: Yes, my lord, all that I 
propose to do is this. I spoke to Mr. Covert about 
it. At Regina there was a submission made by the 
Saskatchewan Coal Operators, as the Commission may 
remember. 

THE CHAIRMAN: Yes, I remember it. 

MR. MacPHERSON: And I had a letter from Mr. 
Lynd from Estevan who finds it impossible to come down 
here himself, and he asked me to speak to it, and I 
only propose taking five minutes in doing so at the 
opening of argument , not taking it as part of the 
Provincial Brief at all. 

THE CHAIRMAN: You are through with Mr. 
Fairweather? Well, we thank you, Mr. Fairweather. 
Then, will tomorrow morning do for you? 

MR. MacPHERSON: Whatever your lordship wishes. 


THE CHAIRMAN: That will be the opening of 


--At 4:50 p.m. the Commission 
adjourned to meet 10:30 a.m. 
tomorrow, May 2nd, 1950. 


argument. Very well. 


wPhDdteusky gated! oaere ate o e at 
3 Fa Ee oN YE ‘ntbala: abe nema a tiem rae = 


i 
eee ee Bie aad we a ed te Pet St i a ot a iene + Piety : 
ont? ICG S bt ow" ow Gat 1! nae RE eetg noon mag tape 
: / ; J 


ar ee, St ake = Ate a : Se ic 2a goa 3 
sre eribeteyoay oat Bead aabeq odd ek Seer 00 
‘ + ope dsp he Ode ds ie 7 eis 4 e ad Ms eran’ | a" Ley one’ J toy SOW s Ri ay ry ont: 
Shot dean wae 4 hae wehviad: olidee: 
- fon oes + - ; . << 
MARR Sh Aare s. - ge a ee ae hie ioe ee OT - a ° 
et? afehialey*otivug diy vwhiewdin meted: Jon ee 
Bree ga ohh oe Pe 5 She 
ee Th Adee met my Fe if. et at rea ¥ ra a ~OOh Ss vihe oe Wes oe ANE: vA ny Ped ania 
W'eW' Ub Sonidoome od: BLOW dade? wet!’ joe lay) Bog? 7 
de 


: : Bes ss Sh aie aa i ae arn WS id PA & a A : : 
ee eee aint Poe ob owe SLR | tbottaerl Bae 7 


ec es oe a ey ™ Be | hs “ey \, et ee 
Siete te YS? oapbtqaohe” ont oa gabaketan tT NOLS EO 


~ 


age E .atdd ee ob off esogong 
av yd! Stine co¥ eninge 9) dow Crome patch de) aae 
bed tnt oft ap pepocsiteqO! Eaod. mawed Waveee 
re ctinamort 


oh, TE | Ts Famed coy “in RP ir, , et ey? tere 
Th Sino Tae SMA ae 


aval ovit> 34 ofd'aroaal 22. eae) od peueded ioe’. bare 
bith 3 oF athoged: of on Bonde? ot bee, tateetiee el 
WF FEOF BOM at os ionty <0 FL sibs eweoia wha: 
So feted 6. SF ott fox « Sines to gefaeee 
Ate 32 Belge: fekomteont | 

Wh She Hesse sup pox? 5 MOMS eS Bee by 
: : eye'| hrewet ne it inary BREET aw -fisw tear : 
Tit Yoy OHS scsi bet ou worsromas, ars 

taste Sy iets Sane i iione They oat weal MORAGHS 58M. fe Ke Ny 
: % os Sit asgc ot? ait Le oe F gee x sia ? O%8 Hy _ 


a? at 
“ihe. tit iting) old sBoe Gas? 
mie O it 2oonh, oF te 


20805 ba vam He 


, 
are i ; 7 -, 7 
7 Pozi \ : aa ee 
- oF 7 P be i 4 
< cy | 1) _ Slot ce Sa 

7 y er 


ane 


pote angumer Hees 


ee 


a Pie ee 
ta arr nsmen oars 


ears 


ve 
Pentehemdalean 2 otter Mente g wig 
einer tre 
_ eke. 
eetgarteteiae ia, 


er irae 
butane 


TPgclitat sentir canenenel tnatpea yee 
teak iene re ogy ’ - 
ie 


